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Professional Notes 


The Finance Bill 

ABOUT THE END of this month, the Finance Bill will re- 
ceive the Royal Assent. Thus what must surely stand high, 
if not supreme, among Finance Acts for complexity and 
notoriety will proceed to the test of practice in coming 
months and years—being tested in negotiations and 
assessments, in which accountants will inevitably play a 
big part, and tested also, no doubt, in the courts. 

The anti-avoidance provisions are the centre piece of 
the legislation, and the main cause of complexity and 
notoriety. The Chancellor of the Exchequer, in his 
valedictory message on the Bill at its Third Reading— 
and his impending retirement probably means that the 
message was also a farewell one to financial legislation as 
a whole—emphasised both the amount of expert research 
which had gone into the framing of the anti-avoidance 


parts of the Bill, and the determination of the Govern- 
ment to pursue its fight against avoidance. The legislation 
would, he said, be further strengthened if experience 
showed it was not effective. 

The plain fact is that a major part of the Finance Bill 
was sketchily and badly drafted in the first print, with the 
result that it has had to be virtually rewritten in its 
progress through the Commons, and even now it is 
uncertain whether it will be adequate for what it is in- 
tended to do. In the three days of the Report Stage, no 
less than 201 amendments, to the Bill as a whole, had to 
be considered! Building in such haste ona sub-structure of 
second and third thoughts is no way to create a sound 
Finance Act. It may be that, as suggested by the Financial 
Secretary to the Treasury, the anti-avoidance provisions 
have the potentiality to save tens of millions of pounds 
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for the Revenue (though not allin one 
year). Even so, it would surely have 
been better to have allowed more time 
for the drafting of these provisions 
and to have introduced them in 
more polished form in 1961. This 
year’s Finance Bill could then have 
set about an equally urgent task, and 
a less difficult one—reforming the 
general structure of our taxation 
system, on lines which we have 
previously indicated in these columns. 
Nevertheless, it is to be noted that 
the nineteen Clauses of the Bill on 
penalties were, in effect, an instal- 
ment in the direction of reform, on 
which the Government is to be con- 
gratulated (despite a feature that is 
open to criticism—see under “‘Penal- 
ties and Partnerships” below). 

Our report on the Finance Bill 
follows—in the form of Professional 
Notes this month, and not in our 
inner taxation pages, because 
ACCOUNTANCY goes to press in sec- 
tions and delay in publication could 
be avoided only by printing the inner 
pages before the material on the last 
stages of the Finance Bill was ready. 
The references in the notes are to 
the article on pages 351-3 of our 
issue of last month. As a Clause has 
been inserted in the Customs and 
Excise part of the Bill since that 
article appeared, the original Clause 
numbers given in it are added in 
brackets in the notes. 


Losses and Capital Allowances 

No further amendments have been 
made to Clauses 14-18 (13-17). At 
the end of sub-Clause (2) of Clause 
19 (Clause 18), which provides for 
the disregarding of losses incurred 
for any accounting period ending in a 
year of assessment later than 1959/60 
in computing deficits or surpluses in 
connection with subvention pay- 
ments, there has been inserted a pro- 
vision that capital allowances other 
than those in respect of agricultural 
land and buildings are to be treated 
in the same manner as losses. Relief 
for expenditure on agricultural land 
and buildings can, therefore, be 
claimed in 1960/61 and subsequent 
years against other income of the 
taxpayer, even though he or she be 
judged to be not carrying on a trade 


on a commercial basis and with a 
view to the realisation of profits. 


Dividend Stripping and Anti- 
Avoidance 

No less than 69 amendments were 
approved in respect of Clauses 20-27 
(19-26). We propose to discuss the 
provisions on dividend stripping and 
anti-avoidance in a separate article 
next month. 


Receipts after Discontinuance 
Clause 31 (30) was further amended 
to prevent misinterpretations, 
following points raised at the Com- 
mittee stage. It is not intended to tax 
a receipt because it previously 
escaped taxation, as the earnings 
basis was not adopted at some time 
in the life of the business. Further- 
more it is now clear that unrelieved 
losses at the date of cessation may be 
set off against post-cessation receipts. 
Following representations made by 
the Institute of Chartered Account- 
ants in England and Wales, a new 
sub-Clause was inserted in Clause 32 
to enable a taxpayer who receives a 
post-cessation receipt or receipts 
not later than six years after the date 
of discontinuance to have it or them 
treated as income of the year of 
assessment in, which discontinuance 
occurred and assessed by means of 
an additional assessment rather than 
in the year of receipt. 

A new sub-Clause has been intro- 
duced to ensure that retired business- 
men, as well as those carrying on 
businesses, who assign post-cessation 
receipts will pay tax on the considera- 
tion received. A consequential 
amendment was necessary to Clause 
33 (32) to make it clear that where 
there had been a change treated as a 
discontinuance under the provisions 
of Section 19, Finance Act, 1953, 
any sums received by the successor in 
respect of bad debts written off by 
his predecessor should be brought in 
as receipts of the successor’s business. 

In Clauses 34 and 35 (33 and 34) 
further drafting errors were cleared 
up. It has now been stated that the 
provisions of these clauses which 
relate to the valuation of work-in- 
progress on the discontinuance of the 


carrying on of a profession or vo- 
cation and the bringing into profits 
for tax purposes of the amount of 
debts released, respectively, shall 
apply only for discontinuance and 
releases which occur after April 5, 
1960. 


Superannuation Benefits 

A pair of small but important 
amendments were made in paragraph 
4 of the Fourth Schedule to ensure 
that in calculating the standard 
capital superannuation benefit a 
deduction must be made for any 
sums received (as well as receivable). 


Voluntary Payments 

Further relief was given under 
Clause 37 (36) to persons who 
receive a voluntary payment where 
three-quarters or the last ten years of 
the employee’s service has been out- 
side the United Kingdom. In the 
Fourth Schedule it is now provided 
that relief under paragraph 7 shall 
be on the basis of rounding up, not 
down (as previously provided), the 
years in question—for example, two 
years nine months will be treated as 
three instead of two years. 


Retirement Annuities 

The Government has now introduced 
legislation to back-date the provisions 
of Clause 40 (39) to 1956. 


Penalties 

More than a dozen drafting amend- 
ments were made to the penalty 
clauses, designed to obviate flaws 
disclosed at the Committee stage. In 
particular, a taxpayer who makes a 
return which contains an error due to 
fraud and an error due to negligence 
can be liable to only one penalty. 
The penalty under Section 170 (3), 
Income Tax Act, 1952, will in future 
be £50 plus £10 for each day during 
which the failure continues. 


Penalties and Partnerships 

An important new Clause relating 
the provisions of Clause 50 (48) of 
the Finance Bill to partnerships was 
introduced. 

Before discussing the new Clause, 
is it as well to give the implications of 
Clause 50. It relates to the time limit 
for recovery from a taxpayer of tax 
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lost through his fraud, wilful default 
or neglect. If an assessment has been 
made for any year (the normal year) 
within the six years’ time limit, an 
assessment can be made to recover 
tax lost owing to negligence in another 
year which ended not more than six 
years before the end of the normal 
year. It seems, therefore, that the 
maximum period is 6+6 years. If, 
therefore, as assessment is made for 
1955/56 within the six years’ time 
limit—that is, before the end of 
1961/62—then an assessment can be 
made for any year in which tax was 
lost owing to negligence not earlier 
than 1949/50. There is a provision 
that any assessment for any year 
ending earlier than six years before 
the normal year can be made only 
with the leave of the General or 
Special Commissioners. It seems, 
therefore, that if the negligence 
occurs in the sixth year prior to the 
year in which the assessment is 
made, the Revenue has twelve years 
in which it can tackle the case without 
ever approaching the General or 
Special Commissioners—some ad- 
vance on the present six! 

The new Clause provides that 
except in the case of exempt partners 
(for definition, see below) an assess- 
ment in respect of the profits or 
gains of the business may be made 
not only on the person in default but 
on any person who carried on the 
business at any time in the year for 
which the assessment is made and 
either: 

(a) then carried it on in partner- 
ship with the person in default or 
with a person who at any time in 
the normal year carried it on in 
partnership with the person in 
default; or 

(b) at any time in the normal 
year carried on the business in 
partnership with the person in 
default. 

The exempt partner is a partner 
who is not involved in the normal 
year but who for technical reasons 
will have to be included in the assess- 
ments for the earlier years. Tax on 
his share of such assessments will not 
be recoverable. 

The neglect of any one partner in 
relation to the partnership affairs 
will be treated as neglect of all the 
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people who are partners at the time. 
It must be appreciated that unless he 
is in default with his personal 
returns for an earlier year, no person 
comes within these provisions unless 
he is a partner in the normal year. 


Interpretation 

The interpretation clause (Clause 
60 (59)) to Part III, which deals 
with penalties and assessments, has 
been amended to apply the penalty 
provisions in respect of partnerships 
for failure to make returns, for 
fraudulently making incorrect re- 
turns, and for negligently making 
incorrect returns, to Scotland in the 
same manner as these provisions 
apply in England. This amendment 
was necessary as in Scotland a 
partnership is a separate legal entity 
from its partners. 


Gifts Inter Vivos 

A new clause was introduced, as 
promised, applying the new gradu- 
ated provisions relating to gifts inter 
vivos to benefits from companies 
which attract duty under the provi- 
sions of Section 46, Finance Act, 
1940, where the title to such benefits 
was given up by the deceased more 
than two years before his death. 


National Insurance Act, 1959 

A new clause was inserted to provide 
that the penalties in the Bill will 
apply under Section 3 (3) of 
the National Insurance Act, 1959, 
where there is a failure to supply 
information for the purposes of the 
graduated pension scheme. 


Building Societies Bill—Producing 
Documents and Information— 
CLAUSES 6/7 OF the Building Societies 
Bill strengthen the powers of the 
Chief Registrar of Friendly Societies 
to suspend the raising of money by a 
building society and to control its 
advertising. Clause 8 further pro- 
vides that in the exercise of these 
powers he may require the produc- 
tion of documents by persons who 
are able to assist, and the furnishing 
of information by them. 

In Standing Committee D of the 
House of Commons this month, the 
question was asked whether the 
production of books of account and 
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other documents would be without 
prejudice to any lien which might 
exist, and also whether an auditor 
producing documents in his pro- 
fessional capacity would be entitled 
to appropriate fees. The Financial 
Secretary to the Treasury replied that 
it was clear from sub-Clause (1) that 
the only obligation was to produce 
the books to the Chief Registrar and 
not to surrender them. He continued: 
If it were thought desirable for the 
Chief Registrar to borrow the books 
for a while to examine them, as 
opposed to just having them produced 
to him, that would, I think, be a 
matter between the auditors and the 
Chief Registrar. The auditors could 
refuse, but if they decided to help the 
Chief Registrar, they could provide 
for such conditions as they thought fit 
to safeguard their interests. I do not 
think that there would be any diffi- 
culty on that account as the Clause is 
drafted. 
The Financial Secretary went on 
to state categorically that it was 
unnecessary for the Bill to provide 
for the payment of fees, as had been 
suggested to the Government by the 
Institute of Chartered Accountants 
[in England and Wales]. It had in the 
past been the practice of the Chief 
Registrar to pay expenses under the 
almost identical wording of Section 
11 of the Prevention of Fraud 
(Investments) Act, 1958. The Regi- 
strar had always paid expenses 
genuinely incurred and would con- 
tinue to do so in the future. 


—And Valuations by Directors and 
Officers 
AT EVERY STAGE of the debate on the 
Building Societies Bill, for various 
reasons there has been objection 
to the Clause (Clause 14) which 
forbids directors and other officers 
of a society to make valuations for 
their own society. The Government 
for long stood firm that the principle 
of placing valuation in different 
hands from the assessment of the 
adequacy of cover must be the future 
rule, but Mr. Anthony Barber, 
Economic Secretary to the Treasury, 
has now announced an important 
compromise. While retaining the 
principle, the Government intends to 
insert a provision that those at 


|| 
ae 
4 = 
q 
pre 
; 
Si 
< 
= 
¥ 
in 


386 


present carrying out valuations shall 
be permitted to do so for a transi- 
tional period which, he intimated, 
might be ten years. This arrange- 
ment would seem to meet fully the 
plea of hardship to the individual 
and, to some extent, the further 
suggestion that the proposed change 
would bear hardly on the small 
society. 


Contracting Out Booklet 

ALL MEMBERS Of the Institute of Char- 
tered Accountants in England and 
Wales who are practising in Great 
Britain and Ireland will shortly 
receive a booklet issued by the Coun- 
cil of the Institute under the title 
Arrangements for Those Who Wish 
to Contract Out Under the National 
Insurance Act, 1959. The booklet has 
been written with special reference to 
the position of members partici- 
pating in the Chartered Accountants 
Employees Superannuation Scheme 
(CAESS), or eligible to participate 
in it. Copies will be available free of 
charge to any interested person on 
application to the Secretary of the 
Institute or to the Secretaries of 
CAESS: postal applications should 
be accompanied by a gummed ad- 
dressed label. 


Investment Clubs—An International 
Federation 
THE FORMATION OF groups for joint 
investment must be some eighty years 
old, but the setting up of organisa- 
tions of such bodies is largely a post- 
war development. Early this month a 
further large step, marking the 
ambition of those running the move- 
ment, was taken when, after a three- 
day convention in London, a docu- 
ment was signed setting up the 
World Federation of Investment 
Clubs. The foundation members are 
the United States, the United King- 
dom, the Netherlands and New 
Zealand. The existing Canadian 
Association is expected to join in a 
matter of weeks, while plans are well 
advanced for organising the large 
number of clubs in Australia into an 
association which would become a 
member. 

The objects of the new Federation 
are to assist the organisation of 
investment clubs and associations of 
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them in all countries; to promote 
wider share ownership and to advance 
investment education on a world- 
wide scale, through international 
exchange of investment and economic 
knowledge and of assistance between 
member countries and between indi- 
viduals and groups within the coun- 
tries. 

Mr. George Nicholson, chairman 
of the Board of Advisers of the 
National Association of Investment 
Clubs in the United States, said that 
the growth of the movement not only 
meant a greater interest in capitalist 
industry throughout the com- 
munity—it also tended to prevent an 
undue concentration of ownership 
and control of private industry. 
Further, the formation of an inter- 
national body might be expected to 
speed up both saving and investment 
in the countries less economically 
advanced and to educate members in 
all countries in the need for and 
benefits of an international flow of 
capital. 

The representatives present claimed 
to speak for no less than 10,000 
clubs, mainly in the United States, 
but even so they do not cover the 
whole of the movement in their 
countries of origin. Mr. David 
Moate, A.C.A., President of the 
National Association of Investment 
Clubs in this country, who with his 
American confréres was largely res- 
ponsible for organising the conven- 
tion, can claim to represent only 
about half the number of British 
club members the clubs in the 
N.A.I.C. have a membership aver- 
aging around 20 and ranging from 
about 12 to 60. But the member- 
clubs have grown from 85 to 237 in 
the first half of this year, so that the 
position may well be changed before 
long. The only other major organisa- 
tion, the Association of Investment 
Clubs, Ltd., with some 75 clubs, was 
invited to participate but did not do 
so. This is not the moment to discuss 
the desirability or otherwise of a 
fusion of interests, but it is interesting 
to find that the N.A.I.C. is formu- 
lating rules to which member-clubs 
are invited, and will in due course be 
expected, to conform. In particular, 
they will be expected to submit 
yearly a list of all investments, 
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signed by the officers of the club; that 
is to say, aS a minimum chairman, 
secretary and treasurer. On the 
auditing of accounts there is at 
present no general rule. The larger 
clubs usually have auditors, of whom 
some are fully qualified, but it is felt 
better to secure adhesion to the idea 
of saving and investment and to 
tackle at a later date the problem of 
obtaining auditing services at a 
figure which these small groups can 
afford. 


Birthday Honours 
WE HAVE PLEASURE in congratulating 
those members of the Institute of 
Chartered Accountants in England 
and Wales who figured in the recent 
Birthday Honours. Two members 
become Commanders of the Order of 
the British Empire: Mr. E. F. 
Madams, F.C.A., who was recently 
resident in Iraq; and Mr. R. L. 
Wyllie, J.P., D.L., F.C.A., Chairman 
of the West Cumberland Industrial 
Development Company, Ltd. 
Among the new Officers of the 
Order are Mr. F. H. Davey, F.C.A., 
Accountant - General, Common- 
wealth Relations Office; Mr. J. F. 
Greaves, F.C.A., President of the 
British Chamber of Commerce in 
Belgium; Mr. D. L. V. Rowe, M.c., 
F.C.A., for services to the United 
Kingdom Community in India; and 
Mr. G. Theaker, F.c.A., Secretary of 
the shipowning company of John I. 
Jacobs & Co., Ltd., for services to 
trade in St. Helena. 


I.C.F.C. in Financial Ease 

WHILE THE FINANCIAL fortunes of the 
Industrial and Commercial Finance 
Corporation showed a material im- 
provement in the year to end-March, 
Lord Piercy, the chairman, made it 
quite evident that he was disap- 
pointed that it had not shared in the 
boom conditions which had char- 
acterised many sections of the British 
industry during the period. The 
explanation is that, while easy money 


encourages development, it also 
makes it simpler to obtain bank 
advances. However, I.C.F.C. re- 


ceived 392 applications against 313 
in 1958/59 and made 144 offers, just 
under half to new customers. But 
new accounts opened fell to 57 and 
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Mechanise your payroll accounting 
with Remington ADDO-X 
FOR ONLY £220 


THIS IS THE TURNING POINT Those extra entries per employee are the final argument 
in favour of mechanised accounting and REMINGTON provides it with Payroll on .the ADDO-X 
range of machines from as little as £220. 


NO SPECIAL MACHINE TRAINING A simplified keyboard combined with automatic 


function control makes these machines simple and fast. The office junior can learn to operate the ADDO-X 
in 5 minutes flat! 


A COMPREHENSIVE RANGE of Payroll systems incorporating the new Government 
Pension Scheme are offered. 


UNIQUE 4-SIDED PROGRAMME BAR provides facilities for additional applications 


such as Ledgers, Stores Accounting etc. at no extra cost. 


ADDO-X The most sensational development to date 


in low-cost mechanised accounting by 


To Remington Rand Ltd, 1-19 New Oxford St., London, W.C.1 Cha 8888 


CT] Please send me your folder 
“The New Government Pension Scheme” 
@ [_] Please arrange for a demonstration at our office. 
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The Payment 
of School Fees 
out of Capital 


People consulting you on this problem will be 
interested in our Trustee Scheme for the pre- 
payment of School Fees. 


There are four special advantages: 
Fees are guaranteed. 
An attractive rate of interest is earned. 


Immediate release of the money from estate 
duty liability. 

Freedom of choice of school until the child 
is due to enter. 


THE SCHOOL FEES INSURANCE AGENCY LIMITED 
10 Queen Street, Maidenhead, Berkshire 
Maidenhead 2323 
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the total number of open accounts 
at the year end rose by only five to 
660. 

Lord Piercy finds that the medium- 
sized firm is rather slow to launch 
out into sizeable new capital expendi- 
ture, but among those who are 
willing he found some whose ideas 
were most progressive. There were 
few changes in the industrial distri- 
bution of advances outstanding, a 
change in percentage of the whole as 
large as one-half per cent. being 
exceptional, but a drop in the small 
item of agriculture and forestry from 
1.4 per cent. to 0.6 per cent. perhaps 
deserves mention. The geographical 
distribution also remained very 
stable; more than the whole of the 
rise from 9.7 per cent. to 10.0 per 
cent. in the total for the former 
development areas occurred in Scot- 
land, hitherto an area in which the 
Corporation has done rather poorly. 
The net increase in the financial 
facilities accorded by the Corpora- 
tion was £2,667,200 in 1959/60, 
secured loans accounting for 33 per 
cent. of the total and Ordinary shares 
for 24.6 per cent. 

As to the provenance of the appli- 
cations, there has been a marked 
change over the past two years. The 
percentage coming from accountants 
has fallen from a _ well-established 
figure of 39 per cent. to only some 
25 per cent., and that of the banks 
from 25 per cent. to between 124 and 
15 per cent. according to circum- 
stances. There is some compensation 
for the falls in these figures in the 
fact that, while the number of pro- 
posals has fallen, the total amounts 
involved have increased on accoun- 
tants’ proposals by some 75 per cent. 
over the past three years. It also re- 
mains the case that more of the pro- 
posals advanced by accountants 
result in offers than for most other 
introducers of business. So far as an 
explanation of the falls can be ob- 
tained it appears to reside mainly in 
larger business from a miscellaneous 
group which includes solicitors, mer- 
chant bankers, stockbrokers and, 
last but by no means least, Govern- 
ment Departments. Under this last 
head in particular, the Board of 
Trade directs people to the areas of 
unemp!oyment and, in suitable cases, 


ACCOUNTANCY JULY 1960 


introduces them to the Corporation. 
It would also appear that the Cor- 
poration is now known over a wider 
circle than in the past, implying that 
the scope of the miscellaneous group 
is wider than it was. For whatever 
reason its total contribution seems to 
have risen from 25 to 35 per cent. of 
the total in two years. 

We comment on the financial re- 
sults of the Corporation in “The 
Month in the City” on page 416. 


P. D. Leake Trust—Variation of 
Investment Powers 

AS READERS WILL know, the P. D. 
Leake Trust was formed under the 
will of the late Mr. P. D. Leake, 
F.C.A., “for the benefit and advance- 
ment of the sciences of accounting 
and of political economy, including 
the subject of public finance and 
taxation.” In its seventh report as 
trustee the Institute of Chartered 
Accountants in England and Wales 
stated: 

Although the will gives power to 

retain existing investments, whether 

trustee investments or not, it affords 
no authority for the investment or 
reinvestment of funds otherwise than 
in trustee securities. The Council has 
considered it to be in the interests of 
the trust that existing non-trustee 
investments should be retained but 
the lack of authority to vary the equity 
investments in the light of changing 
conditions is handicapping the proper 
management of the portfolio and the 

Council is accordingly formulating an 

application to the court for an exten- 

sion of investment powers. 

On May 17, 1960, upon the appli- 
cation of the Institute with the 
Attorney-General responding, Mr. 
Justice Pennycuick ordered a scheme 
extending the investment powers of 
the trust and we reproduce the Court 
Order in full on pages 431-2 of this 
issue of ACCOUNTANCY. 

The scheme is of particular interest 
as an example of the recognition by 
the Court of the need to vary terms of 
trust which hamper the proper 
management of trust funds. In 
essence it provides for the division of 
the fund on a particular day selected 
by the trustee into a “restricted” 
fund and an “extended” fund. The 
restricted fund (being at least one- 
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third of the trust assets at that date) 
is subject to the restricted investment 
powers previously applicable to the 
fund as a whole, whereas the extended 
fund is subject to the wider invest- 
ment powers set out in the scheme. 
The accumulated income is similarly 
divided and is subject to the same 
investment powers as the corres- 
ponding capital fund. 

It may be noted that the restricted 
investment powers continue to be 
based on the trustee list at January 1, 
1960, so that there will be no possi- 
bility of taking advantage of any 
extension of the list that will come 
into force on the expected amend- 
ment of the Trustee Act, 1925. The 
extended investment powers include, 
in addition to trustee investments, 
equity and fixed interest stocks and 
shares and debentures of companies 
registered in the United Kingdom, 
Canada, Australia, South Africa or 
the United States, and also national 
and local government stocks of the 
same countries, provided that they 
are quoted on one or other of a 
specified list of stock exchanges. They 
also allow bank deposits and, subject 
to certain conditions, investment in 
land. 

It is interesting to note that the 
Court Order provides for costs of 
both parties, including those “inci- 
dental to the negotiations and pre- 
paration of the scheme,” to be paid 
out of the trust capital. 

As is normal in cases of this kind, 
the terms of the draft scheme were 
discussed with the Attorney-General’s 
Department in advance. It is clear 
that the scheme which the Court has 
now ordered for the P. D. Leake 
Trust affords the trustee a very 
satisfactory measure of discretion in 
its management. 


New Ideas in Published Accounts 

THE PRESENTATION BY the Lord 
Mayor of London, Sir Edmund 
Stockdale, of The Accountant annual 
awards to Vickers and John Harvey 
and Sons on June 21 was the occasion 
of a statement by the Panel Chairman, 
Mr. Kenneth Mackinnon, Q.c. He 
pointed out that this is the seventh 
year of the awards and that over that 
period the number of entries has 
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grown from 450 for 1954 to a round 
thousand for 1960. Although the 
entries are screened the amount of 
work falling on the panel in making 
its selection grows—and not least 
because the quality of the entries has 
improved. But the selection is not the 
whole of the duty of the panel, for it 
has also to consider suggestions 
made. For example, it was proposed 
to it that the factors taken into 
account by the panel in making the 
awards should be published. This 
idea was not considered wise as to 
adopt it might tend to have a 
restrictive effect on the introduction 
of new ideas and of new methods in 
presentation, which the panel wel- 
comes. “One of the great values of 
the awards since their inception has 
undoubtedly been the stimulus they 
have provided in these respects and 
particularly to increasing the in- 
formation made available to the 
public on the nature and progress of 
the business concerned.”” Mr. Mac- 
kinnon concluded with a warning 
against placing too much emphasis 
on legislation and ignoring the 
changes which can be produced by 
the voluntary pursuit of higher 
standards. 


Individual Re-sale Price Maintenance 
MUCH HAS BEEN heard recently of 
Part I of the Restrictive Trade 
Practices Act, 1956, which requires 
trade agreements falling within the 
ambit of Section 6 (1) on account of 
the restrictive covenants they contain 
to be registered with the Registrar of 
Restrictive Trading Agreements, for 
possible reference to the Restrictive 
Practices Court for judicial investi- 
gation and decision on whether they 
are contrary to the public interest or 
not. Part II of the Act has been less 
in evidence, but in Section 25 of that 
Part there is the important right of 
individual enforcement by legal pro- 
ceedings of conditions on the resale 
prices of goods supplied with notice 
of such conditions. 

In the recent case of IJmperial 
Tobacco Co. of Great Britain and 
Ireland v. Deeming, heard in the 
Chancery Division, the plaintiffs 
sought an injunction to restrain the 
defendant—a ‘“‘cut-price” retailer— 
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who had not passed on the recent 
increase in prices of cigarettes 
occasioned by the rise in tobacco 
duty. The facts of the case were not 
in dispute, and it was accepted that 
the plaintiffs had given notice as 
required by the Section as to the 
retail prices at which their goods were 
to be resold. For the plaintiffs it was 
stated that the consequences were 
serious to them because they desired 
to see fair play between all their 
retailers. 

The Court granted a perpetual 
injunction restraining the defendant 
from reselling the plaintiffs’ goods at 
an underprice, thus affirming the 
ruling in Beecham Foods Ltd. v. 
North Edmonton Supplies Ltd. (1 
W.L.R. 643 [1959]) that, if people 
want to fix prices for retail sales and 
notice is given in plain (and accurate) 
language, there is no doubt that the 
restriction can be enforced under 
Section 25 of the Act. 


An Accounting Birthday 

LAST MONTH BROUGHT the publication 
of a book marking an important 
accounting anniversary: the first 
seventy-five years of the Institute of 
Municipal Treasurers and Account- 
ants. The I.M.T.A. came into being as 
the golden age of Victorian England 
was drawing to a not too happy close, 
and with the wind of political change 
already blowing fresh. Its inception 
was the idea of Mr. John Elliott, 
borough accountant of Rochdale, 
but the need for better means of 
communication between municipal 
treasurers was so evident that three- 
quarters of those invited to join a 
body devoted to this purpose ac- 
cepted outright. Between August and 
December, 1885, the necessary pre- 
liminaries were completed and the 
organisation brought to birth under 
the title of The Corporate Treasurers’ 
and Accountants’ Institute. It had 
60 full members (later Fellows) at 
that time. The great increase in 
membership has occurred since 1941, 
when the constitution was altered to 
allow officers of public boards to be 
members, but was also helped by the 
rapid growth in the number of 
Associate members. In January last 
there were 755 Fellows and 2,385 
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Associates, while the number of stu- 
dents was 2,061. 

Among the results of the Institute’s 
work may be mentioned the cul- 
mination, in the Rating and 
Valuation Act of 1925, of a forty-year 
campaign for consolidated rating— 
and many features of the Local 
Government Act of 1958, which 
brought trustee status to all local 
authority securities charged on the 
rates and the adoption of a uniform 
basis of accounting. It remains an 
objective to secure uniform presenta- 
tion. 

Over sixty years attempts were 
made to obtain a Royal Charter, and 
these efforts were finally crowned 
with success last year. 

The commemorative volume can 
be obtained from the Institute of 
Municipal Treasurers and Account- 
ants for 7s. 6d. net. 


Responsibilities of the Auditor: 
Stock Verification— 

PROFESSOR H. GREENWOOD, C.A.(S.A.), 
F.S.A.A., Of the University of Cape 
Town, reports in The South African 
Accountant for March, 1960, the 
results of a questionnaire addressed 
to four academic accountants and 
designed to establish what is the 
current thinking on the measure of 
responsibility of the auditor. The 
two main questions were (1) whether 
personal attendance at stocktaking 
was needed and what was the degree 
of responsibility for verifying the 
physical facts, and (2) how far an 
auditor, appointed under the Com- 
panies Act, incurs a liability to his 
client for non-discovery of embezzle- 
ment. 

On the first question three opinions 
were forthcoming. Professor Baxter 
of London University referred to a 
cleft of opinion in this country. The 
traditional view is that having veri- 
fied the money figures by “‘white 
collar’ checks one can safely accept 
the certified stock-sheets, relying 
upon the efficiency and honesty of 
the management—a view to which 
the large majority still adhere. But 
there is also the minority, influenced 
by the McKesson and Robbins scandal 
in the United States, who feel that a 
great deal more may be required one 
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day and perhaps should be done now. 
It is probably safest for the auditor of 
a British subsidiary of an American 
company to take the stricter view, 
whether British or American, on this 
as on other points. The auditor of a 
British company with an oversea 
branch may well learn that personal 
inspection of stock is desirable. 
Professor Baxter is prepared to 
hazard a guess that the physical 
check will in the end become normal 
practice here. 

Sir Alexander Fitzgerald, past 
president of Melbourne University, 
reporting on a recent survey in 
Australia, said that there is no 
uniformity of opinion but in general 
Australian practice tends to conform 
with that of the United Kingdom 
rather than with that of America. 

Professor K. F. Byrd, of McGill 
University, Montreal, drew attention 
to a recent Bulletin of the Canadian 
Institute recommending the adoption 
of the standard ruling in the United 
States—that the auditor “must ob- 
serve the inventory taking as a means 
of ascertaining the credibility of 
management’s representations” and 
should do some physical testing of 
quantities. 


—And Embezzlement 

ON THE QUESTION of responsibility 
for non-discovery of embezzlement, 
Professor Garner of Alabama Uni- 
versity quoted from Professor New- 
man of New York University, who 
thought the distinction between 
major and minor frauds a crucial one. 
If an auditor had carried out all 
generally accepted procedures he 
should be in a position virtually to 
guarantee, at least to himself, that no 
large defalcation had taken place, said 
Professor Newman. Since a major 
fraud would materially affect the 
fairness of the financial statements 
the auditor had a responsibility for 
such a fraud if he gave an unqualified 
report on the accounts. But the un- 
qualified report could not be taken as 
indicating that no relatively small 
defalcation had occurred. 

Professor Baxter reported that 
some legal opinion here held that the 
auditor would have failed in an 
implied duty to detect an embezzle- 


ACCOUNTANCY JULY 


ment even when he had, without dis- 
covering it, omitted none of the work 
that the Companies Act and his 
auditor’s report required. An alterna- 
tive argument, added Professor Bax- 
ter, comes to the same end. If the 
balance sheet omits mention of an 
asset or potential asset, then it fails 
to give a “true and fair’’ view, and if 
the auditor’s report is clean, a good 
claim would lie against him. 

Sir Alexander Fitzgerald said that 
while current thought within the pro- 
fession in Australia is moving away 
from the assumption that the audit is 
a form of insurance against embezzle- 
ment and is emphasising the primary 
responsibility of management for 
preventing and detecting fraud—the 
growing cost of “complete” audits 
being an important cause of the 
tendency—it was highly unlikely that 
the courts would lightly abandon the 
test of “reasonable” care and skill 
that they had hitherto applied— 
namely, the generally accepted stan- 
dards of practice in the profession. 
Even though those standards might 
be changing, in that to an extent 
reliance was passing from the ex- 
ternal examination to the internal 
audit, the external auditor still had 
responsibility for evaluating the in- 
ternal audit. 

Professor Byrd was of opinion that 
if an auditor in North America had 
satisfied himself on the system of 
internal check or, otherwise, had 
reported already to his clients on its 
inadequacy, he could not be made 
responsible for non-detection of 
embezzlement resulting from any 
such inadequacy. Each auditor should 
make clear to his client the im- 
possible cost of 100 per cent. check- 
ing. All depended in the end upon 
internal checking, which in North 
America was being extended. 

In his summing-up Professor 
Greenwood suggests that Mr. K. W. 
Dunn, c.P.A., of Iowa, had much 
justification in writing recently that 
“confusion to the point of chaos as to 
the auditor’s responsibility for the 
detection of fraud exists.” Professor 
Greenwood concludes that “‘there is 
no great purpose in seeking to 
establish standards of auditing until 
the limits of responsibility are de- 
fined.” As a tailpiece of our own, we 
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would merely say that the inter- 
national approach adopted by Pro- 
fessor Greenwood, interesting though 
the conclusions may be, is hardly 
calculated to make confusion less 
confounded. 


Releases on State Pensions 
SUBSTANTIALLY DURING THIS month, 
the Ministry of Pensions and National 
Insurance is distributing to some 
million employers a four-page !eaflet 
outlining the arrangements for col- 
lecting the graduated National In- 
surance contributions from April, 
1961. The distribution is being made 
through Inland Revenue offices. The 
information in this leaflet, N.I. 115, 
has all been given in articles and notes 
published in ACCOUNTANCY during 
recent months. The scheme as a 
whole is explained in leaflet N.I. 111, 
obtainable from local Pensions and 
National Insurance Offices, and the 
arrangements for contracting out, 
dealt with on page 322 of our last 
issue, in memoranda obtainable 
from the Registrar of Non-Partici- 
pating Employments, 10 John Adam 
Street, W.C.2. 


Pioneer of Control Accounts 

EDWARD THOMAS JONES is best re- 
membered as the first British accoun- 
tant to make a sustained attack on the 
Italian method of bookkeeping by 
double entry. He did so in a work 
published in 1796 under the title 
Jones’s English System of Bookkeep- 
ing, which in spite of its extravagant 
claims achieved phenomenal success. 
Helped by a shrewdly worded “‘pros- 
pectus” and the recommendation of 
eminent people (among them D. 
Giles, Governor of the Bank of 
England) copies went out to 4,000 
subscribers who had paid one guinea 
each. Further editions followed, and 
translations into several foreign lan- 
guages. 

However, the champions of double 
entry counter-attacked, and it was 
not long before Jones’s system, based 
on modified single entry, was dis- 
credited—so far as this country was 
concerned. On the Continent, the 
methods which he advocated con- 
tinued for several years to arouse 
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interest and to provoke controversy. 
When at long last the great debate 
had subsided, it was seen that double 
entry, as taught by Pacioli and his 
followers, had not merely survived 
the onslaught, but won a decisive 
victory. Edward Jones, a wiser (and 
considerably richer) man, had the 
good sense to recant. A quarter of a 
century after introducing his English 
System he himself repudiated it, and 
became a convert to orthodoxy. 

How came his treatise to achieve 
such phenomenal success? One an- 
swer is that the methods of expound- 
ing double entry in Jones’s day left 
much to be desired, and that the 
system had complexities and subtle- 
ties not easily understood by con- 
temporary merchants and_ their 
clerks. To be fair, however, the Eng- 
lish System did have certain virtues— 
and it brought at least one innovation 
that proved to have some practical 
value. 

Jones, in 1796, favoured not only 
single entry, but changes in the 
general organisation of books of 
account. He wanted to eliminate that 
persistent bugbear, inaccurate post- 
ings, and, in fact, claimed that by 
using the English System it was 
virtually “impossible for an error of 
the most trifling kind to pass un- 
noticed.” 

One of the major modifications he 
suggested was designed to facilitate 
comparison between (a) the totals of 
credits and debits in the day books, 
and (5) the totals posted to the ledger, 
in any given period. With this object 
in mind, Jones “invented” a ledger 
which, in addition to the usual 
money columns, was provided with 
four analysis columns—one for each 
quarter of the year. This arrangement 
enabled the quarterly grand totals in 
the ledger to be balanced against the 
quarterly totals of debits and credits 
as recorded in the day book, which 
was similarly ruled with four columns. 
Posting errors or omissions would 
then be at once revealed. 

Even the critics admitted that the 
check was useful, though some 
doubted whether it was worth while 
going to so much trouble for the 
slight advantage gained. The multi- 
columnar ledger certainly did not 
fare too well in practice, and Jones, 
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realising its shortcomings— though 
maintaining the correctness of his 
principles—produced modified sys- 
tems to ensure a check on the accuracy 
of postings from the book of original 
entry to the ledger. 

To give the misguided opponent 
of double entry his due, these pro- 
posals clearly embodied the germinal 
ideas from which our modern systems 
of tabular bookkeeping, of sectional 
balancing, and of control have de- 
veloped. In this respect, at any rate, 
Edward Jones may be said to have 
pioneered a significant advance in 
bookkeeping techniques. 


Shorter Notes 


British Computer Conference 

The second annual conference of the 
British Computer Society was held at 
Harrogate from July 4 to July 7, when 
almost 400 delegates were assembled 
from the United Kingdom, the Conti- 
nent, the United States and Canada. At 
the nine sessions a number of papers 
were read, of which some are of special 
interest to those concerned with the 
commercial applications of computers: 
it is hoped to deal in some detail with 
these in our next issue. 


Car Allowances for Accountants 

In our issue of last March (pages 135 
and 150-1) we gave statistics of 
accountants’ earnings and some com- 
parisons with earnings in other 
professions, taken from the report of 
the Royal Commission on Doctors’ and 
Dentists’ Remuneration. There has 
now been published a further statistical 
appendix (Command 1064) to the report 
and included are particulars of the 
extent to which accountants were pro- 
vided with a car for their personal use. 
Of the sample of 1,895 Incorporated and 
Chartered Accountants furnishing in- 
come figures for 1955/56, 767 provided 
no answer to the question about pro- 
vision of a car, but of the 767 
accountants practising as principals 
numbered 626. Of the remaining 1,128 
in the sample, 903 had no car provided 
and 225 had one provided. Of the 225, 
33 paid nothing towards the expense of 
the car, 17 paid less than the fuel cost, 
88 provided fuel, 86 provided fuel and 
made some additional payment, and in 
one case the arrangement was not 
stated. 


Accountant’s Certificate Forms 

The June issue of the Law Society’s 
Gazette contains an intimation to the 
many solicitors and accountants who 
apply to the Law Society for printed 
forms of the accountant’s certificate that 
it is not the practice to send out forms 
as a matter of course. It is pointed out 
that the forms can be obtained from 
The Solicitors’ Law Stationery Society in 
London, Birmingham, Liverpool, Man- 
chester and Cardiff; Waterlow & Sons in 
London, Birmingham, Leeds and Man- 
chester; and H. 7. Woodrow and Co., 
Cook Street, Liverpool, 2. 


Institute of Office Management 

As from the beginning of this month the 
Office Management Association has 
changed its name to “The Institute of 
Office Management.”’ This step has been 
taken to mark the launching of a 
programme designed to improve the 
standard of office efficiency in the United 
Kingdom. The Institute will have 
divisions devoting themselves wholly to 
specialist branches of office management 
such as organisation and methods, 
application of computers and office 
supervision. There will also be groups 
for those specialising on communi- 
cations work, management in retail 
trade and management in the smaller 
office. The library and information 
service is being expanded. Later this 
year detailed proposals for still further 
development are to be announced. 


Subscriptions to 
ACCOUNTANCY— 
Schedule E expense 


The Inland Revenue has agreed 
with the Council of the Institute 
of Chartered Accountants in 
England and Wales (see AC- 
COUNTANCY, November, 1959, 
page 626) that a member who 
qualifies for relief under Sec- 
tion 16 of the Finance Act, 1958, 
and has his subscription to the 
Institute allowed as a deduction 
under Schedule E, is also 
entitled to have his subscription 
to ACCOUNTANCY allowed as a 
deduction. 
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1910-1960 


50 Years of service to the Accountancy 
profession. 


Manual Accounting Systems widely installed 
throughout the United Kingdom and abroad. 


‘D.P.” Systems quickly repay low cost of initial 
outlay, and are entirely original, with valuable 
distinctive advantages not available in any 
other competitive System. 


"‘O.P." Systems can be operated by an 
intelligent untrained junior. 


WRITE TO: “TRUMPETER” Va 


WOLVERLEY WORKS + THE HYDE LONDON N.W.9., 


for an interesting illustrated ‘D.P.’ Booklet, giving brief, descriptive reference to our range of Manual 
Accounting Systems which are applicable to every Department of Accountancy administration. 
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Death duties 
need not 
cripple 

the family 
business 


Problems besetting the pri- 
vately owned company in 

providing for death duties, 
surtax or general expansion, can frequently 
be solved by discussion with Charterhouse. 
The Charterhouse Group have long experi- 
ence in the financing of private companies 
and are glad to advise directors and their 
professional consultants on the raising of 
capital by public flotation or means whereby 
the company remains private. Each com- 
pany’s problems are naturally individual 
and treated as such but the wealth of 
Charterhouse experience in similar fields is 
available for you to draw upon. 


CHARTERHOUSE 


backs good management 


THE CHARTERHOUSE GROUP LIMITED 
30 ST SWITHIN’S LANE, E.C.4 
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HEAD OFFICE DON: E-C2 


STREET 
THREADNEED ebroughout the world 


An Accountant’s 

Working Papers 

L. H. Trimby. In this new book on a very 
much neglected subject the author 
provides a model set of working papers. 
This set of papers, together with a 
concise but thorough explanation, is 
designed to illustrate the principles upon 
which working papers are constructed. 
An excellent book for all students and 
practitioners of accountancy. 35/- net 
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EDITORIAL 
Stitches and their Timing 


attempting to keep the economy in balance, to 

secure the maximum production compatible with 
avoiding conditions which will eventually lead to 
inflation or a balance of payments crisis, is one still 
awaiting a solution. Fifteen years of post-war experience 
have not sufficed to produce a prescription which Mr. 
Heathcoat Amory can adopt in the confidence that it will 
win the wholehearted support of his own party or of 
the general body of industry and commerce. His latest 
steps have aroused much criticism and there is virtually 
only one point on which there is agreement among his 
more disinterested critics—namely, that he is intent 
upon avoiding the error of the past of acting too late. For 
the rest, almost everybody finds fault with some or all of 
the elements in his latest package of restraints, while 
very many are surprised that action should not have been 
deferred until the economic position was clearer. 

The package consists of three elements: the rise in 
Bank Rate to 6 per cent., the demand for an additional 
1 per cent. of special deposits from the clearing banks, to 
be implemented in two steps ending at mid-July and 
mid-August; and the cut in future Government spending 
on capital account. To take these measures in reverse 
order, we all know only too well that the Government 
more often tends to shoot wide of its target of capital 
outgoings than to hit it; the order to the banks can easily 
be put into reverse in the event of reversal being shown to 
be desirable; and the Chancellor has specifically stated 
that Bank Rate should be a flexible instrument to be used 
as frequently as occasion demands. Given the nature of 
these measures, it is indeed very possible that the prime 
aim of official intentions is to produce psychological 
effects abroad by showing clearly that we stand from 
day to day ready to take unpleasant steps to maintain 
exports at a level sufficient to cover our commitments, 
while choosing measures whose unpleasantness is partly 
offset because their longer-term effects are limited. 

It is not difficult to assemble a respectable list of reasons 
why Mr. Amory should have considered that at this stage 
of things the economy was more likely to experience a 
rise in costs and prices which might be disastrous than to 
suffer a fall in production. At the actual date of the new 
steps the latest published figures showed a disappointing 
state of the visible trade balance, with exports at a new 
plateau and imports still rising fast, while the foreign 
exchange market revealed a tendency for sterling to 
weaken and for balances to leave this country for the 
Continent. It was evident that retail sales were still 
soaring, although it was also clear that the earlier re- 
strictions on hire purchase had caused the rate of rise in 
that business to slacken. Internal prices were in general 
virtually stable, but the total of situations vacant was on 
the point of exceeding the total of unemployed and there 
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were almost daily announcements of fresh demands for 
higher wage rates and for improvements in conditions, 
including shorter working hours. These were in 1960 
danger signals familiar enough and against them there 
was little to set but the circumstance that preliminary 
figures of production had suggested a minor setback. 
Since then, however, there have been announced much 
more favourable balance of payments figures for the 
first quarter of the year than could be deduced from the 
monthly account of visible trade, some indication 
of a falling off in the demand for cars (a decline that may 
be partly seasonal); and the information that the first 
instalment of special deposits had virtually halted the 
rise in bank advances. A very fair idea of the general 
nature of this later information must, one would assume, 
have been at the disposal of the Chancellor before he 
took the steps of late June. But he may also have had an 
inkling of two developments on the other side of the 
account: the declining tendency of national savings 
figures and the accentuation of labour shortages in certain 
areas, particularly the Midlands and the South-East. 

It cannot be said that this picture is sufficiently reas- 
suring to make it evident that action has been too early or 
too strong. If the forecast of a substantial loss of reserves 
in the second half of the year is justified, the rise in Bank 
Rate is a good way of meeting the contingent threat to 
sterling. If all goes well, the rise now may mean that, once 
the autumn strain is over, a fall in the rate will be possible 
instead of the rise which has been all too common—and 
too late—in past experience. A cut in Government 
spending, even if, like the present cut, it will bear no fruit 
for at least a year, is always welcome—but one would 
have liked to see it fall on something other than capital 
outlays, for it is by no means clear that public investment 
is greater than is needed to support the private invest- 
ment which we must have, in greater volume than now, if 
we are to achieve even a tolerable rate of increase in our 
production potential. As it is, one must hope that the 
slackening of the Governmental pull on the capital goods 
industries will make producers in them more anxious to 
attract orders from industry at home and abroad, but it 
is not evident that any such results will be substantial or 
immediate. The resort to special deposits for the second 
time, however, really means that the Government 
intends to keep the rise in money incomes in check. 

The verdict will probably be delivered in no more than 
a few months’ time. Two factors, mainly, will determine 
it. First, whether the psychological effects on foreigners 
will have done their expected part in helping to prevent 
a drain on the reserves. Second, whether the package 
of measures will have helped to divert labour and other 
resources from undue concentration upon the output 
of goods for consumption—including long-term con- 
sumption—to the output of capital goods. 


391 
F 
¥ 
“Gy oy. 
vot 


392 


There is a profusion of different types of life assurance, 

but some of the most useful forms of cover are but little known outside 
assurance circles. We give a short catalogue of the policies 

that may interest the accountant, concluding with those designed 

to facilitate the payment of estate duty. 


Variations on the Life Assurance Theme 


MOST LIFE POLICIES are based upon the two common 
forms, whole life and endowment, with many variations 
to meet individual circumstances. 


Whole life assurance 
The sum assured is payable at death only, and the 
premiums are payable (a) in advance yearly, half-yearly, 
quarterly or monthly throughout life; (5) limited in 
number but ceasing, at the latest, at death; or (c) by 
single premiums. The sum assured may be with or without 
participation in the life profits of the assurance office. 
(Throughout we are considering ordinary life assurance, 
not industrial life or “home savings” assurance, in which 
premiums are collected by agents, usually weekly or 
monthly.) 

The policy may be drawn on the assured’s own life, or 
it may be on the life of another. 


Endowment assurance 

The sum assured is payable at a given age (or the end of 
a given term) or at previous death. The number of annual 
premiums payable is usually the difference between the 
age next birthday at entry and at maturity. Limited 
payment and single premium policies are also issued. They 
may be with or without profits. 


Double endowment assurance 

The amount payable at maturity is double that payable at 
death. Medical examination may not be required, and the 
premium is the same for all ages from 15 to 70, because as 
the risk of death becomes heavier, the risk of reaching 
maturity (from the point of view of the assurance office) 
becomes correspondingly lighter. Such assurances may 
be used for persons in unhealthy trades, or for those 
who are slightly below the standard of a first class “life.” 


Temporary assurance (or term assurance) 

The sum assured is payable at death, if it occurs within a 
fixed term of years. Surrender values, loan values and 
other such facilities attaching to other policies do not 


obtain. A suicide clause may be inserted. Such policies 
are valuable as security for loans repayable after a fixed 
term, or for businessmen travelling abroad for definite 
periods varying from a matter of days to a period of 
years. 


Decreasing term assurances 

These assurances are temporary ones, whose sum assured 
decreases year by year until it is extinguished at the end 
of a fixed term. Such policies are much used as a provision 
against death before a repayment mortgage is extin- 
guished. They have the virtue of low premiums because 
the financial risk decreases year by year. 


Pure endowment 
The pure endowment policy provides a fixed sum payable 


- after a term of years if the life is then surviving. It may be 


with or without return of premiums in the event of death 
or surrender and with or without interest on such 
premiums. The premium will vary accordingly. ““With 
return” premiums are the same for all ages, but “without 
return”’ premiums vary. 


Fixed term assurance 

The policy is for a fixed period but on the death of the 
life assured the premiums cease, the sum assured being 
payable at the end of the original term. 


Family income policy 

A family income policy may be either whole life or 
endowment and the sum assured is payable in the ordi- 
nary way unless death occurs within a specified term, 
when an income is paid until the expiry of the period 
chosen, after which the sum assured is paid. The terms 
may be varied, whole or part of the lump sum being paid 
at death, and with or without profits. If the policy partici- 
pates in profits, bonuses are usually paid immediately 
on proof of death and title. The policy is a good cover 
for a youngish man with dependants—and it is compara- 
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tively inexperisive because the risk that the office will have 
to pay under the income part of the assurance is light. 


Convertible term assurances 

For a small additional premium to the normal term 
assurance rates, policies may be effected giving the right 
to convert to whole life or endowment assurance at any 
given time before expiry (sometimes limited to a period 
not exceeding five years). The subsequent premium is 
based on the age at conversion and the rates then in 
force. No further evidence of health is required. The 
facility is of great value to persons who, having effected a 
temporary assurance, find that their health has 
deteriorated to an extent which would otherwise have 
rendered obtaining life assurance cover difficult or 
impossible. 


Instalment policies 

The sum assured may be taken in instalments instead of 
as a lump sum. Allowance is made for interest earned by 
the assurance office, so that the total yield compares more 
favourably with the lump sum method. 


Contingent debt policies 

A contingent debt policy is sometimes used as a penalty 
for the under-average life. A debt is placed on the policy 
—a deduction, reducing annually for a fixed period of 
years, from the sum assured if death occurs—so that at 
maturity the full sum is payable. An assured who is 
prepared to back his own chances of survival may prefer 
a contingent debt policy to a premium loading. 


House purchase schemes 

The life office advances money for house purchase and 
accepts as collateral security an endowment assurance. 
When the endowment matures, or at previous death, the 
mortgage is repaid. Here is an excellent method of 
combining a loan service with life assurance, with the 
widow relieved of mortgage repayments if her husband 
dies in early life. 


Assurances on two lives—joint-life, with special reference 
to partnership assurance 
One of the methods by which a partner can provide funds 
for the survivor so that he can acquire the deceased’s 
partner’s share in the business is to effect an assurance on 
the life of the other partner. A joint-life assurance is 
cheaper than two whole life assurances with the same 
sum assured, because the policy is fulfilled on the death 
of either of the lives assured. It may be used only when 
the shares of the partners in the business are equal. 
Premiums should not be paid out of partnership 
funds, since to do so might create a doubt whether the 
policy moneys belonged wholly to the survivor: Section 
21 of the Partnership Act states “unless the contrary 
appears, property bought with money belonging to the 
firm is deemed to have been bought on account of the 
firm.” 
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Children’s assurances 

These assurances are whole life, effected usually by 
parents on the lives of children, where the sum assured is 
payable at death after a stated age (the deferred age), 
often twenty-one. They give options at the deferred age 
to take endowment assurances, or whole life with limited 
payments, without further medical examination. 

The legal position with such policies is unsatisfactory 
because it has been held that the title to the policy does 
not pass to the child at the deferred date. Nevertheless, 
such policies continue to be issued. A more satisfactory 
method is to issue an endowment assurance on the parent’s 
life, with the option at the deferred age for the child to 
effect assurances on his own life without medical examina- 
tion. This method gives the benefit of income tax rebate, 
and a cash option at the deferred age, but no certainty 
that the policy will be used for the child’s benefit. 


Pure endowments and dowries 

These policies, for the benefit of children, provide a lump 
sum at maturity (age twenty-one or twenty-five) with a 
return of premiums (with or without interest) on death or 
surrender before maturity. 


Educational policies 

Endowment assurances, with the sum assured payable in 
instalments to provide for school fees, are termed educa- 
tional policies. They may be arranged so that premiums 
cease on the death of the parent. 


Insurance of school fees 

A decreasing temporary assurance may be effected 
covering future instalments of school fees. The parent 
whose child is at school thus provides that school fees will 
continue to be paid if he dies before the child’s education 
is completed. 


Policies effected under the Married Women’s Property 
Acts 
Under these Acts policies may be effected for the absolute 
benefit of the wife in two ways: 

(a) by the husband on his own life, and expressed to be 

for the wife’s benefit; 
(b) by the wife on the life of her husband. Policies may 
also be for the benefit of the wife and children. 

Provided that the policy is drawn in such a way as to 
comply with the terms of the Act—that is, for the 
absolute benefit of spouse or child—it is regarded as 
property in which the assured never had an interest, and, 
in accordance with Section 4 of the Finance Act, 1894, 
is dutiable as an estate in itself. By the Finance Act, 1954, 
all policies in favour of the same person must be aggre- 
gated among themselves. It is usual to appoint trustees to 
act on behalf of the beneficiaries and, since the policy is 
not the property of the assured, he cannot deal with it 
except as trustee on behalf of the beneficiaries. 

If a trust has been entered into, a policy in favour of 
any other person can be similarly treated. 
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Rate of duty: 10 percent. £1,722 


Estate duty policies 
Whilst the intention of these whole life policies is to 
provide a lump sum to be used for payment of death 
duties, the proceeds of the policy are themselves aggre- 
gable with the main estate. For example: 
Value of estate: £50,000 
Rate of duty: 31 per cent. 
Amount of duty: £15,500 
If a policy had been effected for the estimated duty of 
£15,500, the total estate becomes: 
£50,000 +-£15,500=£65,500 
Rate of duty: 35 per cent. 
Amount: £22,925, or a deficit of £7,425 
Generally speaking, for estates up to £23,000 the policy 
would not bring the total estate into a higher range of 
duty, whereas for estates over £23,000 it is bound to do so. 
These policies contain provisions that the proceeds 
shall be payable to the Inland Revenue for or towards the 
payment of duty on the estate of the life assured imme- 
diately on production of proof of death. 


Married Women’s Property Act policies to provide for 
estate duty 

Aggregation can be met by effecting one or more policies 
under the provisions of the Act. Thus, if we consider the 
example above of an estate value £50,000, the amount of 
duty payable is £15,500. To provide this amount, a 
Married Women’s Property Act policy would be effected 
for £17,222. 


Net proceeds £15,500 
The total amount of duty on two estates is therefore 
£17,222, compared with £22,925 where the estate is 
aggregable. 


Estate Duty and Life Assurance 

If the owner gives away a large part of his estate during 
his lifetime, a dual purpose is achieved: the immediate 
benefit of the gift to the donee, and the avoidance of 
estate duty on the value of the gift when the donor dies. 
Two main provisos are: 

(a) The owner must divest himself completely of any 
interest in the estate given away, otherwise it may still 
rank as estate at death and become liable to death duty; 

(b) To gain the maximum duty relief the donor must 
survive for a period of five years after the date of the 
gift (a graduated scale for shorter periods is provided 
under the current Finance Bill). 

In order to mitigate the effect of (b) above, it is advisable 
to effect a five-year temporary assurance on the life of 
the donor to provide the amount of duty payable on 
the gift. Gifts up to a total of £500 to any one person 
are exempt from the duty, and gifts for charitable 
or public purposes rank for it only if death occurs within 
one year. 

Since the estate duty payable on life policies varies 
according to the period the donor survives, a proportion 
of the sum assured is dutiable on the basis of the rights 
secured by premiums paid in five years before death. 


An address given at the Regional Conference of the Institute of 
Internal Auditors at Blackpool recently. Mr. Hecker is a 
Vice-President of the New York Chapter of the Institute of 
Internal Auditors. 


Internal Auditing in the United States— 


—Its Orientation to Management 


By A. B. Hecker, F.C.A., C.P.A. 


I PROPOSE TO discuss, firstly, some differences between 
customary auditing procedures in the United States and 
the United Kingdom, and their application by internal 
and independent auditors; and, secondly, some matters 
which are currently receiving considerable attention from 
internal auditors in the United States, and probably here 
as well. 


Why Employ Internal Auditors? 


Why should most of the larger companies in the United 
States employ internal auditors in addition to having their 


accounts examined by independent auditors? I think it is 
because management needs services which independent 
auditors do not have to furnish in meeting statutory 
requirements and which internal auditors, with their more 
intimate knowledge of company operations, policies and 
procedures, are better equipped to provide. 

Consider some aspects of the internal auditor’s “service 
to management ’’and compare some of his services with 
those of the independent auditor. 

In both countries, the independent auditor reports to 
the shareholders, but he also has a responsibility to the 
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general public. On the other hand, the internal auditor 
reports and is responsible to his management only. 

In the United States, the independent auditor must give 
his opinion on whether the financial statements present 
fairly the financial position of the company and the 
results of its operations in conformity with generally 
accepted accounting principles applied on a consistent 
basis. This opinion is given on the basis of an examination 
made in accordance with generally accepted auditing 
standards. The activities reviewed and scope of the work 
of the internal auditor are determined by his management, 
rather than by generally accepted principles or standards. 

It is recognised that the areas of interest of the internal 
auditor and the independent auditor are frequently the 
same. Both are concerned with controls, records and 
financial statements. However, their purposes in review- 
ing these areas differ in many respects, just as their 
responsibilities differ, and their emphasis and scope are 
varied accordingly. 


American and British Procedures 

Perhaps I can illustrate this variation and at the same 
time highlight a couple of differences between auditing 
procedures in the United States and the United Kingdom. 

In the United States, generally accepted auditing stan- 
dards require the independent auditor to request confirma- 
tion of selected receivables directly from the debtors and 
to observe physical stocktaking and/or make test counts 
of inventories. It is my understanding that these are 
optional procedures in the United Kingdom, which do 
not need to be applied in all instances but which may be 
used where deemed desirable. 

In the United States, the circularisation of receivables 
is undertaken by the independent auditor to test the 
accounts receivable procedures and records and to con- 
firm the bona fides of selected receivables; other tests are, 
of course, also applied. Internal auditors also circularise 
receivables, selecting balances not already confirmed to 
the independent auditors. We also—I speak as an internal 
auditor—are interested in testing the accounts receivable 
procedures and records, but we are more interested in 
“*kicks”’ than in confirmations, as we want to know whether 
we are maintaining good customer relations. Complaints 
of wrong billings, long outstanding differences and the 
like could result in the loss of customers. 

As regards stocktaking, the internal auditor is even 
more concerned with physical controls over stock move- 
ments, housekeeping and so on, than in the existence of 
quantities shown by the records to be on hand. For 
example, in the petroleum industry, it is customary for 
internal auditors to gauge tanks and test-count packaged 
products. However, when visiting bulk plants, refineries, 
tank farms, warehouses and the rest for this purpose, they 
also ascertain that meters are properly sealed, valves are 
locked when not in use, gate controls are effective, fire 
hazards are avoided, packaged goods are properly 
stacked, working capital is not tied up in surplus and 
obsolete stocks and so on. Naturally, the independent 
auditors also review controls when they visit selected 
locations, but they are not usually as familiar with the 
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petroleum industry as our internal auditors are and they 
are not 1esponsible for poor management. 

There are two more points I would like to cover con- 
cerning internal and independent auditors. 

First of all, business has increased in volume and has 
been concentrated to the point where an adequate 
system of internal control and sound accounting pro- 
cedures are absolutely essential. At the same time, the 
auditor has been obliged to limit his checking, for 
economic reasons, to the minimum number of individual 
transactions necessary to ascertain whether the system 
and procedures are effectively applied. Thus, both the 
internal and independent auditor are vitally concerned 
with internal controls and accounting procedures. How- 
ever, the independent auditor is primarily concerned with 
internal accounting controls, whereas the internal 
auditor is equally concerned with operational controls, 
including physical safeguards and periodical operating 
statements showing comparisons with prior periods and 
budgeted amounts. Similarly, the independent auditor 
must ascertain that generally accepted accounting prin- 
ciples are applied, whereas the internal auditor is con- 
cerned with ensuring that company accounting pro- 
cedures are adhered to and improved where possible. 

Secondly, in the area of financial auditing, the work of 
the internal auditors must complement, and not duplicate, 
that of the independent auditors to the maximum extent 
possible. This complementing of functions can be 
arranged to a large degree by co-ordinating assignments 
so that the two groups of auditors visit different locations 
or examine different segments of the work at a single 
location. For example, in my company the independent 
auditors are prepared to rotate branch audits of affiliates 
with our internal auditors, providing our programme 
covers their minimum requirements and they can review 
our work and reports. When joint audits are made at the 
head offices of large affiliates, the work is allocated by 
agreement between the two groups, with varying em- 
phasis from year to year. 

If you have come to the conclusion that the internal 
auditors in my company and in many other American 
companies do a great deal of financial auditing similar to 
that done by our independent auditors, but with some- 
what different objectives, frequently at other locations 
and in greater depth—well, you are quite right. In fact, 
I do not recall having heard of any internal auditors in the 
United States who do no financial auditing. However, I 
think it is correct to say that the internal auditors start 
with a financial audit and go behind the accounts and 
vouchers in greater depth than the independent auditors, 
with a view to serving management rather than offering 
an opinion on financial statements. 


“Operational Auditing” 
Now consider further the internal auditors’ service to 
management. 

In recent years, the Institute of Internal Auditors has 
adopted slogans such as “Internal Auditing for Profit”’ 
and “Widening our Horizons.”’ Furthermore, everyone 
seems to be practising, talking and writing about what is 
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called “‘Operational Auditing.”’ It seems to me that 
auditing for profit and widening our horizons, or 
“operational auditing,’ is the basic difference between 
internal and independent auditing. 

At this point, I would like to say that I am not happy 
about the growing use of the words “operational audit- 
ing.” I am afraid that some may think the internal 
auditor is trying to tell operating management how to 
run the business. Of course, we understand that this is not 
the case and that “operational auditing” really means 
going beyond the books and vouchers to ensure that 
operating management in all phases of the business has 
the controls it should have and that they are effective. 
I hope that some day the internal auditors’ place and 
function in a business organisation will be so well defined 
and universally understood that we can describe our- 
selves simply as “internal auditors” and that words such 
as “management orientated” and “operational”’ will be 
redundant. In the meantime, we have a selling job to do, 
preferably by deeds but also with words, in making 
known throughout our organisations the internal 
auditors’ services to management in areas for which the 
independent auditors are not responsible and in which the 
internal auditor is best qualified to serve. 

Perhaps I should here add that in some industries what 
might justifiably be called “‘operational auditing” is in 
effect. For example, I know of an aeroplane builder whose 
internal auditors spend a substantial proportion of their 
time auditing “‘production control.”’ As I understand it, 
they start from a contract to build a number of aeroplanes 
over a period of years; they review the timing of ordering, 
receiving, processing, sub-assembling and final-assem- 
bling; they look into machine time and manpower— 
particularly from the standpoints of idle time and over- 
time; they review inspection procedures for avoidance of 
delays; and so on to delivery of the finished planes on 
scheduled dates. This type of internal auditing is probably 
best suited to “job cost’”’ and mass production industries. 
Some of us feel that functional internal auditing is more 
suitable for processing industries such as the oil business. 

As regards functional auditing, it is my understanding 
that most internal auditors in the United Kingdom and 
the United States now examine departments such as 
purchasing, traffic, advertising, building services, and the 
like. The internal auditors in my company have done so 
for many years—although there was a time when this 
work was not featured, and was therefore not as fruitful 
as it is today. For instance, we have a special section in 
our audit manual for purchasing and have used tailor- 
made programmes for years when examining advertising 
and traffic departments of various affiliates. At present, 
we have drafts of new sections for our manual covering 
advertising and the review of accounting machine 
installations. When issued, these new sections will, we 
hope, enable our internal auditors to render even better 
services to management where these functions are con- 


cerned. 


Electronic Data Processing Equipment 
This brings me to another matter of current interest to 


internal auditors in the United States. 

Most large companies have used punched card ac- 
counting for decades, but now we and you are con- 
fronted with electronic data processing machines. I 
thought you might be interested in hearing what I have 
been able to find out as to what internal auditors in the 
United States are doing about, and with, electronic data 
processing equipment. First of all, most internal auditors 
who are confronted with the problem have tried to pre- 
pare in advance for the time when they would have to 
audit E.D.P. records. Many of us have attended courses of 
a few days’ to a week’s duration given by the machine 
manufacturers to acquire a general understanding of 
these machines and their capabilities. I also gather that 
most internal auditors have done or plan to do what we 
did some months before our first large-scale computer 
went into operation. We arranged for the machine experts 
to explain to several of our internal auditors and inde- 
pendent auditors what they were putting on the machine, 
what the machines would do and, above all, what con- 
trols they would have over machine output. 

Control totals are established before input data is 
turned over to the machine room for processing. The 
machine output is checked against the pre-determined 
controls, and also by someone outside the machine room. 
Controls may be in money, quantities or what is called 
“hash” totals. For example, monetary controls can be 
used for accounts payable invoices. However, for material 
receiving reports we add pounds, gallons, cans and the 
like, and get a “hash” total to check machine output. 
These controls and the controls built into the machine 
itself and into the programme afford very useful safe- 
guards. We naturally review application of the foregoing 
controls at the time of each audit. 

Next, what are internal auditors doing with electronic 
data processing machines to reduce internal audit costs or 
to obtain broader coverage without increasing costs? 

So far as I have been able to find out, the answer is “‘not 
very much.” Generally speaking, auditors are endeavour- 
ing to ensure that source documents are correctly pre- 
pared for all transactions, that they are properly pro- 
cessed and controlled as machine input and, in addition, 
they are test-checking source documents against machine 
output in the usual manner. On the other hand, Tom 
McCullough, a Vice-President of the New York Chapter 
of the Institute of Internal Auditors, has a very interesting 
article in The Internal Auditor of December, 1959, telling 
how “The Auditor Uses the Computer” in his company. 
I am not going to review what he wrote, except to 
emphasise that use of the machine may enable us to 
secure broader coverage than we have been able to obtain 
by manual methods and that the “test deck” technique 
is being used or studied. 

In my company, we have used both punched card and 
E.D.P. machines to tabulate selected data in a form 
readily usable by our internal auditors. I understand 
that other companies are also doing this to some extent. 
Two examples may be of interest to you. 

First, where we have selected a few hundred accounts 
receivable for circularisation out of a population of many 
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thousands of accounts, we have had a special machine 
run prepared, listing only the selected accounts. We thus 
save wading through masses of paper when checking 
requests for and replies to confirmations. 

Secondly, we have used material which the E.D.P. 
machines can be instructed to print for checking selected 
items of materials and supplies. The “print out” form 
may, for example, show for physical stocktaking pur- 
poses, what the material is, the bin in which it is kept, 
and how many units were in stock when transactions were 
last processed, the date of the last issue and particulars 
of the last four purchases and usage data. With this 
information, we can get a proper cut off for physical 
stocktaking, check prices and total value, see that 
economic quantities are purchased and that unnecessary 
stocks are not on hand. Another item of interest which 
can be on the form is the date in an “‘attest information” 
section, which shows when the refinery stock checkers 
last counted the material. A particular refinery in which 
such a form is used has some 40,000 different kinds of 
materials in stock and the stock records are written up 
each week on the E.D.P. machine, so that information 
is currently available on every item in stock. 

Thic brings me to the last point I would like to mention 
concerning E.D.P. machines. | am convinced that they 
will be much more widely used, particularly as new small 
computers become available at much lower cost for 
medium-sized businesses. However, one of our big com- 
puters and auxiliary equipment rents for nearly £100 per 
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hour for the first shift and £40 per hour thereafter. Con- 
sequently, machine time is a real factor in deciding 
whether audit costs can be reduced by using these 
machines. Still another important factor is programming 
cost, particularly for a programme which is to be used at 
infrequent intervals. Also, there are some chores for 
which E.D.P. machines are not particularly suited, and 
I am told that re-sorting is one of these. Thus, one of our 
internal auditors recently concluded that he could do a 
phase of the work for a few hundred dollars which would 
have cost several thousand dollars had an E.D.P. 
installation been used as an alternative. 


Contribution to Efficiency 

Finally, let me refer to the contribution internal 
auditors can make towards the over-all efficiency of the 
concern. We live in a highly competitive free enterprise 
society and we must operate efficiently if we are to stay in 
production. Although the contribution which the internal 
auditor makes in the area of sound control is of in- 
estimable value to business, we must be always on the 
alert to make suggestions for work simplification and 
cost reduction. In my company we emphasise this part 
of the internal auditors’ work in our audit manual, at all 
auditors’ meetings and at the time of field visits. In short, 
if we are to keep our jobs and get satisfaction out of our 
work, we must not only be the guardians of controls, but 
must also make an effective contribution to increasing 
efficiency. 


difficult for the non-mathematician 
to assimilate, and are, in any event, 
of limited interest to the general 
reader. A book first published in 
1958, Readings in Linear Program- 
ming, by S. Vajda (Pitman, 20s.) 
could, however, be examined with 


MANY MANAGEMENTS FROM time to 
time have been confronted with a 
problem which linear programming 
could help to solve. How should one 
utilise transport in the most efficient 
way? When should one manufacture 
to meet known future demands, and 
warehouse temporarily surplus pro- 
duction? Even the allocation of four 
available individuals to four different 
jobs involves an unconscious act of 
elementary linear programming. 

The basis of solving problems in 
linear programming is a mathematical 
one, allied to the theory of games. 
These problems of allocation, or of 
making the best possible choice of a 
number of alternatives, do not yield 
to any conventional mathematical 


methods, and over the past ten or 
fifteen years a new and _ highly 
specialised technique has evolved. 
Although accountants are not very 
often or generally concerned with the 
subject, there are a few who are 
directly interested in it through 
problems of operational research, 
and others may wish to know some- 
thing about its uses. 

Although the science of linear 
programming is new, there is avail- 
able a remarkably large amount of 
information about it. Most of this 
literature and documentation is 
highly technical, and although it is 
usually claimed that no advanced 
knowledge of mathematics is re- 
quired, the textbooks are usually 


profit by all who are interested in 
these new methods, even if they skip 
the mathematical details. A perusal of 
the examples given at the commence- 
ment of each short chapter will 
furnish an idea of the type of problem 
to which linear programming could 
be applied. 

The increasing use of electronic 
computers in industry has given 
additional impetus to the practice of 
linear programming, for many com- 
plex problems which would take far 
too long to solve mathematically by 
pencil and paper can be quickly 
solved by a computer. Methods of 
solving various types of linear pro- 
gramming problems have already 
been programmed, and ready-made 
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programmes are now available for 
many of these problems. 

The essence of the linear program- 
ming type of problem may be illus- 
trated by the following example, 
known as “the transportation prob- 
lem.” 

A company has three works— 
Alpha, Beta and Gamma, which 
produce weekly 33, 37 and 80 tons 
respectively of a standard commodity 
for four local customers, Smith, 
Brown, Jones and Robinson. Smith 
requires 15 tons weekly, Brown 40, 
Jones 63 and Robinson 32 tons 
weekly. 

The distances in miles between each 
works and each customer are shown 
in the following table: 


From Miles to 
@ & & 
Alpha 
Beta 6 14 15 7 
Gamma 12 16 10 6 


Haulage costs a uniform rate per 
ton-mile. Assuming that separate 
journeys are made from a works 
direct to one customer at a time, how 
should the deliveries be allocated so 
as to reduce transport costs to a 
minimum? 

The formal method of solution is 
described in the four pages of Chap- 
ter II of the book just referred to, and 
those pages alone are well worth 
studying. It should not be difficult, 
however, even with no knowledge of 
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the theory, to arrive at the following 
solution: 


From Tons to Total 
& 
Alpha - 33 - - 33 
Beta 15 7 - 15 37 
Gamma - - 63 17 80 
Totals 15 40 63 32 150 


By multiplying each tonnage by 
the appropriate mileage shown in the 
previous table, this solution produces 
the minimum possible weekly ton- 
miles, namely: 


Tons Miles Ton-Miles 

33 x § = 165 
168 x 6 = 90 

7x 4-2 98 
x F = 
63 x 10 = 630 
17 x 6 = 10 
Total 1,190 


The above problem has a 4x3 
mileage table, but as the number of 
sources and destinations increases, it 
becomes more difficult to arrive at a 
solution by empirical methods. Con- 
sider the following transportation 
problem with a 6x4 mileage table. 


Weekly production (tons): Works 
A; 106; B, 82; C, 51; D, 38 
(total, 277). 

Weekly requirements (tons): 
Customer a, 18; b, 67; c, 41; 
d, 25; e, 43; f, 83 (total, 277). 
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From Miles to 
A 16 13 34 27 27 16 
B it 
C 20 24 23 11 8 28 
D aa 


(For checking purposes only, the 
horizontal totals are 133, 136, 114, 
114 and the vertical totals 78, 86, 
100, 70, 65, 98). 

This problem was solved by the 
usual textbook method of organised 
tests, which produced, after a few 
steps, nine works-customer alloca- 
tions with a weekly cost of 4,031 
ton-miles. The answer was then 
checked by a computer, which arrived 
there by the following stages: 5,201, 
4,538, 4,469, 4,163, 4,031. The last 
figure was followed by the detailed 
allocations. The same computer 
under a different programme pro- 
duced the answer in eight steps, each 
intermediate figure being nearer than 
its predecessor to the final result. 

Readers may care to discover how 
near they can get by trial and error 
to the minimum cost of 4,031 ton- 
miles with nine works-customer allo- 
cations. It is recommended that a 
rectangle of 6 x 4 one-inch squares be 
used, so as to have sufficient working- 
room. Writing the appropriate mile- 
age in a corner of each square will 
avoid the necessity of constant 
reference to the mileage table. 
Initially, as much tonnage as possible 
should be allocated to the squares 
showing the lowest mileages, so far 
as availability and demand permit. 
From that point the reader is thrown 
on to his own resources in carrying 
out a process of switching supplies 
with a view to reducing transport 
costs. An amendment to any alloca- 
tion will not only affect another allo- 
cation in the same row, but also an 
allocation in each of the two columns 
concerned. The exercise should pro- 
vide adequate evidence of the value 
of the linear programming technique. 

The solution is: 


From Tons to Total 

A - 23 - - = 83 106 

B 18 4 - - 20 - 82 

Totals} 18 67 41 25 43 83 277 


a 
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Conditions in Small Print 


AS MAN CLAMBERS painfully away 
from the jungle he discovers in him- 
self two deeply rooted instincts which 
can quite quickly come into conflict 
with each other—a desire for freedom, 
and a desire for a civilisation that 
must set bounds to that freedom. 
Through the ages the conflict has 
been there; and it is certainly not 
waning in this day and age. 

Not the least interesting of its 
manifestations, affecting us all as 
citizens even if it has no particular 
application in accountancy, is the 
controversy over conditions in small 
print. It is plain enough justice that 
when two men enter into a contract 
they should be bound by its terms, 
even if those terms seem unjust to the 
onlooker; they knew, or must be 
presumed to have known, what they 
were doing. And freedom of contract 
had become by the end of the nine- 
teenth century a principle with which 
judges were most reluctant to inter- 
fere. Caveat emptor was established 
doctrine; so surely was some. such 
adaptation as caveat pactor. 

The erosions the present century 
has seen in the doctrine are already 
enough to make the original expo- 
nents of Jaisser faire turn in their 
graves, but there are plenty of people 
who feel that erosion has not yet 
gone far enough. In the beginning it 
was merely a matter of bringing the 
conditions to the notice of the party 
affected by them: the railway ticket 
cases were the first skirmishes. Con- 
ditions printed on the backs of the 
tickets gave little enough trouble, 
but, when the printing did no more 
than refer to posters or leaflets, was 
the purchaser of the ticket being 
given sufficient notice of the con- 
ditions? The answers of judges and 
juries varied, but it became apparent 
that the issuer of the ticket must take 
some kind of action that could reason- 
ably be called reasonable to draw the 
attention of his customer to the con- 
ditions he was imposing before he 


could rely on the protection of those 
conditions. 

Even at this stage a point was be- 
ginning to emerge which did not 
become clearly recognised for many 
years—that cases of this kind almost 
always concern contracts made be- 
tween parties of obviously unequal 
bargaining strength. Equal bargain- 
ing power was plainly the only proper 
justification for the original principle, 
although the Victorian ethic hardly 
acknowledged that fact; but as the 
new century grew older the attention 
of the courts was drawn to other 
contracts: the ever multiplying flood 
of everyday transactions, from the 
weekly wash at the laundry to the sale 
of a house through an estate agent, 
from the purchase of a vacuum 
cleaner (hire purchase providing its 
own complications in the conditions) 
to the removal of furniture. The 
businesses concerned and their legal 
advisers gave increasing thought to 
the exclusion of every conceivable 
kind of liability. The customer, for 
the most part, did not (and still does 
not) read the conditions printed on 
the back of his contract, nor could he 
understand them, usually, if he did. 
The conditions are brought to his 
notice, but he doesn’t know them, 
or want to. And it is increasingly 
difficult to argue that he is on equal 
terms with the business he deals with. 

The refinement of the matter is the 
realisation that in a great many cases 
the customer is dealing with a 
monopoly, real or virtual. The old 
railway ticket cases were decided long 
before railway nationalisation, before 
even the emergence of the four big 
railways. Even so, the near-monopoly 
question was implicit in them, for 
even in those competitive days a 
majority of journeys could be made 
only by one railway. Now near- 
monopoly is much wider spread, and 
the question of relative. bargaining 
power is the more acute. 

Freedom of contract remains one 
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of the foundations of our law, but the 
temper of the times is changing. 
Curiously enough, the smallness of 
the print in which many of the suspect 
conditions appear is becoming almost 
an issue in itself, attracting its own 
unfavourable judicial comment. If 
memory serves, a judge recently 
spoke of a condition as being so 
complex that no one could hope to 
understand it until he had reached 
so mature an age that his eyesight 
would be unlikely to enable him to 
read it. And Mr. Justice Diplock 
said that a particular clause in a hire 
purchase contract before him was 
“an attempt, which only the size of 
the print in which it was set out pre- 
vents one from calling blatant, to 
evade the provisions of the Act.” It 
is merely a paradox—and paradoxes 
prove nothing—that a company was 
fined £10 only the other day for 
printing in a hire purchase adver- 
tisement “3s.” (the weekly repay- 
ment) in print that was too /arge in 
relation to the rest. 

The helpless citizen is likely to find 
increasing protection in the courts. 
And of course he is not in fact quite 
helpless. He can still read his con- 
tracts (if necessary thourgh a magni- 
fying glass) and strike out any clause 
he finds inequitable; the firm he is 
dealing with will often accept the 
correction without protest. He can 
also refrain from completing the 
guarantee forms that accompany so 
many of the articles he buys, and 
which often (though not always) 
serve a similar purpose to the con- 
ditions in small print, cutting down 
the purchaser’s rights as a purchaser 
rather than giving him the protection 
they appear to offer. The citizen 
should keep his eyes open and his 
wits about him, and if he does he can 
do quite a lot to protect himself. But 
in the last resort (and the last resort 
can sometimes be very quickly 
reached) he is helpless in his battle 
with the big battalions—unless the 
courts support him. There must be 
few observers of the social scene who 
would argue that in the structure of 
society as it is today the scales will be 
unfairly weighted if the courts come 
down even more firmly on his side. 
Freedom is an excellent thing, but it 
needs very careful definition. 
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A condensed version of a paper read to a Residential Taxation 
Conference of the London and District Society of Chartered 
Accountants, at Eastbourne last March. 


Capital or Revenue Expenditure 


By B. R. Pollott, M.A., F.C.A. 


THE QUESTION WHETHER a Particular item 
of expenditure may or may not be 
allowed in computing profits for assess- 
ment under Case I of Schedule D is 
involved in a substantial proportion of 
our discussions with Inspectors of 
Taxes. It is always important to the 
client; it frequently involves difficult 
negotiations with the Revenue, followed 
by equally difficult explanations to the 
client. 

The trader, particularly if he is a sole 
proprietor or controlling shareholder, 
tends to ask himself this question: “If 
I sell my business as a going concern 
tomorrow, will the price that I get be 
enhanced by the full amount of the 
expenditure in question?’”’ Usually he 
then answers: “If not, then that 
expenditure is a revenue charge to be 
written off against profits at once.” 

That decision is understandable, but is 
far from expressing the taxation law on 
the subject. 


Statute Law 

There is very little statute law and a vast 
amount of case law. In our search for 
statute law, we might start with Section 
511, Income Tax Act, 1952, which says: 


In arriving at the amount of profits or 
gains for the purposes of income tax, no 
other deductions shall be made than such 
as are expressly enumerated in this Act. 


Fancy that! 

There is a similarly unhelpful pro- 
vision in Section 126, which used to be 
the old Rule 1 of Cases I and II. This 
says: 

The tax under Cases I and II of Schedule 

D shall be charged without any other 


deduction than is by this Act allowed. 


We get a little warmer when we 
come to Section 137, which contains the 
old Rule 3 of Cases I and IT. We are still 
not told what deductions are expressly 
allowed: but we are given a list of things, 
some archaic and some vague, that are 
expressly not allowed. 

Next there are various Sections speci- 
fically prohibiting more precise items than 
those mentioned in Section 137—such 
as prohibitions on dividends paid, war 
damage premiums, interest on overdue 
tax, the cost of farm animals when the 
herd basis is in operation, profits tax 
payable and so on. 

Finally, there are some Sections 
detailing specific expenditure that is 
allowed. Examples are scientific 
research, contributions to approved 
pension funds, easements by radio relay 
concerns, subvention payments and so 
on. 


Commercial Principles 

So far we have not made very sub- 
stantial progress. To find the key to this 
puzzle one needs to be almost a Sherlock 
Holmes. 

In the 1918 Act, Schedule D started 
with a list of the six Cases, then there 
was a Rule applicable to Case I, then a 
Rule applicable to Case II, then the 
more familiar list of Rules applicable to 
Cases I and II, and then Rules applicable 
to the other Cases. 

The Rule applicable to Case I as it 
was in the 1918 Act read as follows: 

The tax shall extend to every trade. . . 

and shall be computed on the full amount 

of the balance of the profits or gains upon 


a fair and just average of three years 
ending... 


The Rule appears to have been directed 
largely to identification of the appro- 
priate basis period, but it contained the 
phrase “balance of profits or gains.” 
Here rests the authority for a great part 
of the expenditure normally and without 
challenge deducted in computing profits. 

The use of the phrase “balance of 
profits or gains” has been held in the 
courts to imply that normal commercial 
outgoings may be deducted unless 
specifically prohibited in the Act. The 
classic‘exposition of this principle was 
made by Lord Parker of Waddington in 
Ushers Wiltshire Brewery v. Bruce, 1915, 
6 T.C. 399: 


The difficulty is that nowhere in the Act 

is there any express allowance or enu- 

meration of deductions, the scheme of the 

Act being to prohibit certain deductions 

with certain exceptions. It has been 

suggested that the difficulty may be 
overcome by treating the exceptions from 
the prohibitions as impliedly allowed 
deductions. The better view, however, 
appears to be that where a deduction is 
proper and necessary to be made in order 
to ascertain the balance of profits and 
gains, it ought to be allowed notwith- 
standing anything in [Section 126] or 

[Section 511] provided there is no 

prohibition against such an allowance in 

any of the subsequent Rules applicable to 
the Cases. 

Thus, whether an item of expenditure 
can be deducted must be considered 
from two aspects: 

(1) Is it prohibited by any provision of 

the Income Tax Acts? 

(2) Is it, in the circumstances of the 

particular trade or business, a proper 
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This book sets out to examine the nature and purposes of business mergers and their post-war variant—take-over bids. Although 
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It’s a boy! 
and we’ve called 
him Leo III 


VEN in the short history of electronic data pro- 

cessing in industry, it is a third generation LEO. 
In fact it is the logical result of no less than ten 
years’ experience. Experience not only of making 
computers, but of actually operating them against 
the clock in industries where speed and reliability 
are vital. 

LEO III offers you all the major advances in 
commercial data processing. 

It # versatile enough to handle your accounting, 
invoicing, sales analysis, stock and production control, 
or p.a.y.e. — and your engineering calculations too. * It is 
ingenious enough to work on several of these jobs 
simultaneously. * It is able to work in any notation — 
decimal, sterling, coinage, weights and measures. * It is 


FOR RELIABILITY 
PLUS VERSATILITY 
PLUS EXPERIENCE 


powerful enough to hold, in its magnetic core store, up 
to 320,000 digits, and operate a priority system for access 
to them automatically. * Being fully transistorised, it is 
fast even by computer standards, reliable and easily 
maintained. Its printer (50,000 lines an hour) and its 
magnetic tapes and other input and output equipment are 
fast to match. ¢ It is space saving because it is made 
up of compact, independent units, each with its own 
stabilised power unit and requiring no ventilation ducts. 
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deduction, regarded from the com- 

mercial standpoint, to be made in 

arriving at profits or gains? 

There is one comical point that may 
be noted in passing. We have now 
identified the nature of and authority 
for the test by which we are to judge 
expenditure not of a nature dealt with 
by the few express statutory provisions. 
It all seems to hang on those two words 
“balance of” in the Rule applicable to 
Case I in the 1918 and earlier Acts. 

This proposition, incidentally, is no 
aberration of my own, but will be found 
confirmed as recently as April, 1951, in 
the report of the Millard Tucker 
Committee on Trading Profits. 

Nevertheless, we find that those two 
words “‘balance of” were left out when 
the legislation was again consolidated 
in 1952. The relevant passage is now the 
first sub-Section of Section 127. Con- 
ceivably, therefore, the Revenue could 
now disallow, and could have challenged 
since 1952/53, all sorts of things that 
were rightly allowed until 1951/52. 


Lord Davey’s Dictum 
I do not propose to examine in detail 
all the Rules contained in Section 137, 
because I wish to concentrate on capital 
expenditure generally. I should like, 
however, to make a passing reference to 
the first part of Section 137, which 
disallows expenditure not being money 
wholly and exclusively laid out or 
expended for the purposes of the trade. 

That Rule received an unfortunate and 
not entirely justified elaboration in the 
case of Strong & Co. of Romsey v. 
Woodifield, 1906, 5 T.C. 215. The 
taxpayer was a brewer whose trade 
included that of innkeeping in managed 
houses. At one of those houses a chim- 
ney collapsed inwards and the rubble 
injured a customer. The brewery com- 
pany was liable to the customer in 
damages, but was not able to deduct the 
damages in computing trade profits 
because it incurred the expense in its 
capacity as owner of the property and 
not in its capacity as innkeeper. The 
connection between the expense and 
the trade was considered to be too 
remote. 

It was in this case that Lord Davey 
made this remark: 

It is not enough that the disbursement is 

made in the course of, or arises out of, or 

is connected with the trade. It must be 


made for the purposes of earning the 


profits. 
This dictum is now generally regarded, 
except by the Inland Revenue, as an 
unnecessarily restrictive interpretation 
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of the statutory rule. 

Thus the Millard Tucker Committee 
on Trading Profits in its report stated 
that the statutory expression “for the 
purposes of the trade’’ was much wider 
than Lord Davey’s expression “for the 
purposes of earning the profits of the 
trade.”’ The Committee recommended 
that there should be a statutory amend- 
ment to make it clear that Lord Davey’s 
test is no longer operative. Subsequently 
the Royal Commission on the Taxation 
of Profits and Income went out of its 
way to support this recommendation. 


Capital Expenditure 

It has been established by the courts that 
capital expenditure, even if not speci- 
fically prohibited as a deduction by any 
provision of the Acts, is nevertheless 
not a proper deduction. That is to 
say it fails the second of the two tests 
enunciated above. 

There is no statutory definition of 
capital expenditure, and the best attempt 
at a definition that has been made so far 
is that of Viscount Cave in Atherton v. 
British Insulated & Helsby Cables, 1926, 
10 T.C. 155: 

When an expenditure is made not only 

once and for all, but with a view to 

bringing into existence an asset or an 

advantage for the enduring benefit of a 

trade, I think that there is very good 

reason, in the absence of special circum- 
stances leading to an opposite conclusion, 
for treating such expenditure as properly 
attributable not to revenue but to capital. 

This definition is sufficient but not 
necessary. What Lord Cave is saying is 
that expenditure that fulfils two tests is 
capital expenditure. He is not saying 
that capital expenditure can only be 
expenditure that fulfils those two tests. 

The question whether or not an item 
of expenditure is capital is a question of 
fact. In consequence, prima facie it is a 
question to be decided by the General or 
Special Commissioners on appeal; only 
if they make no specific finding of fact, 
or fly in the face of all the evidence, or 
draw a wrong conclusion as to the legal 
consequences that follow from their 
finding of fact, can their decision be 
challenged in the courts. 


Getting Rid of Fixed Assets 

An early and leading case on this subject 
was Mallett v. Staveley Coal and Iron 
Co. Ltd., 1928, 13 T.C. 772. The case 
concerned a colliery company that made 
two payments in order to secure its 
release from the remaining term of two 
mining leases. The company claimed 
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that the payments should be allowed 
because no asset or advantage was 
secured by them, and because they 
merely represented a commutation of an 
annual charge for minimum royalties 
which would otherwise have had to be 
met. It was held, however, that the 
leases were fixed capital assets of the 
business, and that any expense incurred 
in acquiring or getting rid of a fixed 
asset is a capital matter. 

Similar cases have been Union Cold 
Storage v. Ellerker, 1939, 22 T.C. 195 
(cancellation of the lease of a dock), 
C.1.R. v. William Sharp & Son, 1959, 
38 A.T.C. 18 (cancellation of a contract 
for the supply of electricity) and Dain v. 
Auto Speedways, 1959, T.R. 289 (release 
from an onerous lease of a speedway 
stadium). 


Alteration, Replacement and Repair 
It is not really practicable to divide 
alterations, extensions, improvements, 
replacements and repairs into separate 
categories; they merge into one 
another, and it will be better to treat 
them as a whole. 

An early and rather hard luck case 
was Ounsworth v. Vickers Ltd., 1915, 


6 T.C. 671. The Harbour Authority 


was responsible for keeping clear the 
channel leading to the shipbuilding 
works of the company at Barrow. 
Dredging had been neglected, causing a 
progressive restriction in the size of 
vessels capable of reaching and leaving 
the shipyard, and eventually something 
drastic had to be done in order that the 
company could launch a battleship that 
it was building. The company agreed 
with the Harbour Authority to bear part 
of the cost of dredging a new channel, a 
cheaper operation than reconditioning 
the old one. The cost of the work was 
disallowed as capital expenditure, even 
though the company did not own either 
the old channel or the new one, and was 
spending money to rectify the failure of 
someone else to make revenue expen- 
diture, and in order to preserve the 
means.of access to its works, without 
which its trade as shipbuilders would 
be in serious difficulties. 

The trouble was that the expenditure 
brought into being what was in effect a 
fresh means of access from the shipyard 
to the sea. It seems that there would have 
been no similar difficulty if the company 
had spent the larger sum of money to 
recondition the old channel and, having 
regard to the taxation consequences, 
that might have been the cheaper 
course. 

There is another case which went the 
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other way, and might be described as a 
hard luck case for the Revenue (if such a 
concept is admissible!). This case was 
Whelan v. Dover Harbour Board, 1934, 
18 T.C. 555. Originally the Harbour 
Board owned the inner harbour at 
Dover and the Admiralty owned the 
outer harbour. The Harbour Board took 
over the outer harbour from _ the 
Admiralty and proceeded to remove 
two block ships that had been sunk in 
the entrance during World War I. 
There was a clear finding by the 
Commissioners that this work was of 
the nature of ordinary dredging 
operations. The Court refused to 
interfere with this finding of fact, and 
the expenditure was therefore revenue 
expenditure and admissible. 

I doubt if this case is of much value 
as a precedent to harbour authorities 
thinking of enlarging their territory, and 
still less to ordinary businesses thinking 
of expanding into neighbouring pre- 
mises. The main interest in the case is 
really in the light it throws on the 
relationship between the Commissioners 
and the courts. It is one of those cases 
where the Commissioners made a clear 
finding of fact with some evidence to 
support it. Other people may think, and 
probably the Judge did think, that the 
bulk of the evidence was in the opposite 
direction. Nevertheless, as it could not 
be said that there was no evidence at all 
to support the Commissioners’ finding, 
the Court could not interfere. 

The most frequently quoted case 
dealing with the replacement of a 
fixed asset in lieu of repair is probably 
Bullcroft Main Collieries vy. O’Grady, 
1932, 17 T.C. 93. The chimney at a 
pithead had become unsafe; the com- 
pany built a new chimney, admittedly 
an improvement, on an adjacent site, 
and claimed part of the cost of the new 
chimney as an allowable expense on the 
grounds that it was in lieu of a payment 
for repairing the old chimney. It was 
held that the whole cost of the chimney 
was capital expenditure, and _ that 
nothing could be allowed for the cost 
of replacing a fixed asset. 

Following this case a practice grew 
up of distinguishing between complete 
replacement, the whole expenditure 
being disallowed, and partial replace- 
ment, where an existing structure or 
machine was both repaired and altered 
in the same operation, the expenditure 
then being split and the repair element 
allowed. Complete replacement took 
place of a structure if the new structure 
was erected on a different site, or if the 
old structure was completely razed to the 
ground and a new one erected on the 
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same site. The expenditure could be 
split and part allowed if some of the 
original structure was incorporated in 
the reconstruction—if, in fact, two 
bricks of the old structure were left 
standing one on another and incor- 
porated in the new building. 

This practice has been upset by a 
recent decision: but, before describing 
that case, I would like to mention two 
others that preceded it by.a few months. 

The first was a Scottish case, Samuel 
Jones & Co. (Devondale) Lid. v. C.1.R., 
1952, 32 T.C. 513. The facts were very 
similar to those in the Bullcroft case; 
a new factory chimney was built 
alongside an old one, and then the old 
one was pulled down. There was this 
difference: it was not alleged that the 
new chimney was any improvement on 
the old. The Commissioners followed 
the Bullcroft case, but the taxpayer won 
on appeal, which was decided by 
reference to this distinction: replacement 
of an entire structure is capital; replace- 
ment of part of a structure is a repair 
unless there is an element of improve- 
ment. The Court of Session held that the 
entire structure here was not the 
chimney, but the factory of which the 
chimney was merely part. Hence the 
company, in replacing part of a structure 
without improvement, had effected a 
repair, the cost of which was allowable. 
So far so good. 

Soon afterwards there was an English 
case, Phillips vy. Whieldon Sanitary 
Potteries, 1952, 33 T.C. 213. The same 
point was involved, though the replace- 
ment on this occasion was not of a 
chimney, but of a canal embankment, 
which was necessary to keep the canal 
waters out of the factory. The English 
Court followed the Bullcroft case and 
refused to follow Samuel Jones & Co. 
(Devondale) Ltd., thus leaving what 
appeared to be an unsatisfactory con- 
flict between English and Scottish 
decisions on the same topic. No doubt 
the conflict would have been resolved 
by some amiable guinea-pig taking the 
point to the House of Lords; but, as it 
happened, these two cases were quickly 
followed by another Scottish case with 
much worse results. 

This case was Lawrie v. C./.R., 1952, 
34 T.C. 20. A factory roof needed 
repair. Instead of repairing the roof in 
its existing form, the company raised 
and lengthened the roof at a total 
cost that happened to be less than the 
cost of repairing the roof in its existing 
form, though this fact is not material. 
The company claimed as allowable a 
substantial part of the cost of the work 
done, being the fraction that the old 
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roof area bore to the new roof area, as 
being the notional cost of repairs. The 
Court held that here the entirety was the 
factory building and not the roof alone, 
so that it might have been expected to 
allow the claim; but there was a 
unanimous finding by the Judges that 
where there is reconstruction instead 
of repair, no allowance can be given for 
the notional cost representing what 
would have been incurred had the 
premises merely been repaired. 

Here the matter rests. This case has 
clearly undone the good done by the 
same Court in Samuel Jones & Co. 
(Devondale) Ltd., and the conflict 
between that case and Whieldon Sanitary 
Potteries is now academic. In con- 
sequence it is likely to be cheaper to 
repair an antiquated structure according 
to its original design than to reconstruct 
according to a more modern and 
efficient design. 


The Law Shipping Principle 

There is another aspect of repair 
expenditure where the Jaw has received 
judicial examination in recent years— 
namely, the principle that has been 
founded on that great standby of the 
Inland Revenue, the Law Shipping case, 
1924, 12 T.C. 621. The shipping 
company purchased a secondhand ship 
at a date when its periodical Lloyds’ 
survey was overdue. Later the survey 
was carried out, and resulted in heavy 
expenditure on repairs. It was admitted 
that had these repairs been carried out 
by the previous owner the whole cost 
would have been allowed to him. It was 
held that only such portion of the cost 
of the repairs was admissible to the 
new owner as was attributable to the 
period during which he had traded with 
the ship. The ship was in need of 
extensive repairs when it changed hands. 
This must have been reflected in a lower 
purchase price. The capital needed by 
the purchaser to start trade with the 
ship was not limited to the purchase 
price, but included the cost of arrears of 
repairs. The necessity for these repairs 
was incurred not in earning the profits 
of the appellant company, but in earning 
the profits of the predecessor from which 
it bought the ship. 

On this case the Revenue has founded 
this proposition: when a trader acquires 
an asset already in a defective condition, 
the cost of the repairs needed to rectify 
the defect is to be disallowed as capital 
expenditure. This proposition is held 
even though the work involved is pure 
repair work with no element of improve- 
ment, and it is held regardless of whether 
it can be shown that the purchase price 
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was depressed by the need for repairs. 
This principle has been a _ constant 
nuisance, particularly in connection 
with repairs to business premises in the 
first year or two after acquisition. The 
more enthusiastic of Inspectors seek to 
apply the principle when there is a 
change in legal ownership without any 
change in beneficial ownership, for 
example when a sole trader sells his 
business to a company in which he owns 
all the shares. 

In 1956 this Law Shipping principle 
received an important extension in the 
case of Jackson v. Laskers Home 
Furnishers, 1956, 37 T.C. 69. The 
company moved into alternative busi- 
ness premises. These were leasehold 
premises, but the company did not 
purchase an assignment of any existing 
lease, so that it did not lay out money in 
a way that could be said to bring into 
being a fixed asset of the business. In 
fact there was no existing lease to 
purchase, for the premises had stood 
empty for eighteen years. They were 
naturally in a bad state of repair. If the 
landlord had done up the premises and 
then let them, the tenant would have 
had no tax problem. In fact the incoming 
tenant agreed to do up the premises, and 
in return the landlord entered into a 
lease in which the rent for the early 
years was smaller than it would other- 
wise have been. The whole cost to the 
tenant of doing up the premises was 
disallowed. The Law Shipping case was 
quoted with approval, and although the 
payments would normally have been of 
a revenue nature, they were to be 
disallowed because the deterioration in 
the premises which was remedied by 
the repair expenditure occurred when 
the premises were not in use in the 
business of the trader who paid for the 
repairs. 

The alternative argument, that the 
tenant could equally well have spent 
the same amount of cash in increased 
rent, leaving the landlord to make the 
premises shipshape, was quickly thrown 
out by the Court. There is no justifi- 
cation for any proposition that a 
taxpayer who arranges his affairs in a 
way that attracts a greater amount of 
tax is to be treated as if he had chosen 
an alternative arrangement attracting a 
smaller amount of tax. Thus two points 
emerge from this case: 

(1) The Law Shipping principle applies 

even when there is no asset pur- 

chased, and hence a fortiori no reduc- 
tion in the cost of that asset by reason 
of its defective condition; and 

(2) If cash is spent for a disallowable 

purpose, it is no good claiming it on 
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the grounds that it has obviated the 

expenditure of a similar amount of 

cash for an aiiowable purpose. 

The conclusions support the decision 
of the Scottish Court in Lawrie, the roof 
reconstruction case. It is all very 
inequitable, and the inequity exists 
largely because income tax is an annual 
tax always liable to disappear. It was 
because income tax was a temporary 
tax imposed for one year at a time that 
its originators thought it unnecessary in 
computing income to be bothered about 
such long-term considerations as depre- 
ciation or depletion of fixed but wasting 
assets. Income tax had been operating 
for a couple of generations before there 
was a wear and tear allowance for plant 
and machinery, and another generation 
before there was a form of depreciation 
allowance for factory buildings by 
deducting the gross instead of the net 
annual value. 

We have now got a little further, but 
we are still very far away from the 
proposition that profits are to be taxed 
only after due provision for deprecia- 
tion or amortisation of all depreciating 
or wasting fixed assets. If proper 
depreciation allowances were available 
there would be less hardship caused by 
the disallowance of repair expenditure 
deemed by a rule of law to be capital 
expenditure. 

Now let us turn to a case that has not 
abolished the Law Shipping principle, 
but seemed at one time to have cut down 
the circumstances in which it could be 
applied. I am referring to C.I.R. v. 
Patrick Thomson Ltd., 1956, 37 T.C. 145. 
This was a Scottish case decided at the 
end of 1956. There was no Law Shipping 
point involved in the case itself, but the 
reason underlying the decision had 
interesting implications on the scope of 
the Law Shipping principle. 

The Patrick Thomson case arose out of 
a House of Fraser takeover. Three 
things happened. First, House of Fraser 
made a takeover bid and acquired 
shareholding control of Patrick Thom- 
son Ltd. This fact by itself had no 
repercussions on the tax liability of 
Patrick Thomson Ltd. Secondly, House 
of Fraser changed the trading arrange- 
ments of Patrick Thomson Ltd. to this 
extent: policy decisions were to be 
centralised within the House of Fraser 
group, with the result that the managing 
director of Patrick Thomson Ltd. 
became redundant, his contract of 
service was terminated and he was paid 
compensation. A few weeks after that 
the business of Patrick Thomson was 
taken over by House of Fraser itself and 
operated as a branch of that company, 
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and the Patrick Thomson company was 
liquidated. Had the third event, the 
transfer of the undertaking from Patrick 
Thomson to its parent, not taken place, 
the £3,000 compensation paid would 
clearly have been an allowable expense 
of the business. In view, however, of the 
short time lag between the second and 
third events, the Crown argued that the 
directors of Patrick Thomson, when they 
resolved to pay compensation, must have 
known that liquidation of the company 
was impending, so that it could not be 
said that the payment was within 
Section 137 as wholly and exclusively 
made for the purposes of the trade. The 
trade would come to an end with 
liquidation, and the benefit of the 
expenditure would pass to House of 
Fraser. 

The argument of the Crown was 
rejected by the Court as irrelevant. It 
had been established already, notably 
in Morgan v. Tate & Lyle, 1952, 35 T.C. 
367, the Mr. Cube case, that where 
there is factual continuance of a trade, 
then its notional discontinuance re- 
quired by Section 145 for the purposes 
of the basis of assessment does not 
involve a similar notional discon- 
tinuance where the issue is whether an 
expense is allowable under Section 137. 
It was clear that the expense was for the 
purposes of the trade, and the fact that 
the benefit enured to a successor was 
irrelevant, the test under Section 137 
being one not of benefit but of purpose. 

Although in the Tate & Lyle case the 
House of Lords was divided on the main 
point, their Lordships were unanimous 
that for tax purposes a trade was an 
entity distinct from the persons by whom 
it was carried on. Thus Lord Reid said: 


Moreover it is not difficult to suppose a 
case where a trader is shortly to be 
succeeded in his trade by another person, 
and where he spends money the benefit of 
which will accrue in whole or in part to 
his successor. It could not be said that for 
that reason the money was not wholly 
and exclusively laid out for the purposes 
of the trade. 


Thus it appeared that where a trade 
as a trade continues, expenditure which 
would be allowable with no change in 
ownership is still allowable despite a 
notional discontinuance for assessment 
purposes. Obviously the expenditure 
would not be allowable if the facts put 
it outside Section 137 anyway—for 
example, if the compensation in the 
Patrick Thomson case had been paid 
during and as an expense of liquidation. 

What seemed to be the effect of the 
Patrick Thomson case in cutti g down 
the scope of the Law Shipping principle 
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can be summarised thus: 

(a) There can be no relief on the 
acquisition of an asset that imme- 
diately prior to acquisition was not 
used in any business at all; 

(b) There can be no relief on the 
acquisition of an asset that has been 
used for a trade if the trade of the 
vendor is not acquired because he 
continues to trade with other assets or 
closes down his business altogether; 
(c) There can be no relief on the 
acquisition of an asset and with it 
the turnover of the vendor if the 
purchaser (to avoid commencement 
basis liability on the profits of the 
acquired activity) contends success- 
fully that he has not succeeded to the 
trade of the vendor but has merely 
extended his own existing business; 
(d) There is full relief from Law 
Shipping troubles on the acquisition 
of an asset and simultaneous suc- 
cession to the business of the vendor 
in which he was using that asset. 


None of this would be affected by 
Section 17 of the Finance Act, 1954. 
That Section provides that in certain 
types of succession—namely, where 
there exists at least 75 per cent. con- 
tinuity in beneficial ownership, and a 
company is the vendor or one of the 
vendors—the cessation and commence- 
ment provisions are not to apply and, 
instead, the preceding year basis of 
assessment continues, with a suitable 
apportionment of the assessment for 
the income tax year in which the 
succession takes place. 

The Patrick Thomson case was dealing 
with events that occurred before Section 
17, Finance Act, 1954, was enacted, but 
the principle laid down and its apparent 
effect on the Law Shipping principle 
apply equally to a succession within 
Section 17 and to a succession where the 
income tax assessments are revised in 
accordance with the cessation and 
commencement provisions. 

With regret one must record that this 
joy and rapture proved short-lived. 
Danckwerts, J., had the point put 
fairly and squarely to him in Bidwell v. 
Gardiner, 1960, T.R. 13. The ingoing 
tenant of a tied public house succeeded 
to the trade of the outgoing tenant. In 
his first year he spent £168 in replacing 
furnishings. Danckwerts, J., briefly 
rejected the suggestion that Patrick 
Thomson was relevant: 

There, it seems to me, the question which 
had to be decided was an utterly different 
question . . . It is perfectly true there were 
observations . . . which suggested that 
the provisions about a business being 
treated as discontinued under the pro- 
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visions of the statute were not applicable 

necessarily in every case, but the observa- 

tions seem to me to be largely inconsistent 
with what was said in the House of 

Lords in the United Steel Companies case, 

1940, 23 T.C. 91 . . . and consequently I 

cannot, as it seems to me, treat that case 

[ie. Patrick Thompson] as giving me any 

real assistance in regard to the present 

matter at all. 

In United Steel Companies v. Culling- 
ton the decision (prior to Section 17, 
Finance Act, 1954) was that on a 
company reconstruction when a new 
company succeeded to the business of 
the old company, unused capital allow- 
ances could not be carried over to the 
new company. Danckwerts, J., has 
regarded observations in the House of 
Lords in this earlier case as more 
relevant than their Lordships’ later 
observations in Tate and Lyle, and there 
the matter must rest until some enter- 
prising litigant takes it further. The 
present litigant can hardly be expected 
to do so, with only tax on £168 at stake. 


Recurring Capital Payments 

In quoting Viscount Cave in Arherton’s 
case, the point was made that his 
definition of capital expenditure is not 
exhaustive. Thus expenditure made in 
the circumstances detailed by him is 
capital expenditure: but it is not true 
that all capital expenditure must be 
made in those ways. 

Capital expenditure may consist of 
recurring payments, not payments made 
once and for all. As an example, it may 
be desired to buy the goodwill of a 
business on terms that the vendor is to 
receive, inter alia, a sum equal to a 
stated share of the profits as defined for 
each of the following ten years. There 
are two different ways of achieving 
the result, and the tax situations of 
purchaser and vendor need examination 
to see which is the better method in a 
particular case. 

One way is for the purchaser to 
covenant to make an annual payment 
each year for ten years, the annual 
amount being a stated proportion of the 
profits of the business as defined. It will 
be an annual payment within Section 
169. The purchaser of the business 
obtains income tax relief by deducting 
tax from the payment. He obtains no 
profits tax relief if a company, he does 
obtain surtax relief if he is an individual, 
and the recipient, if an individual, is 
liable to surtax. 

The other way is to sell the goodwill 
for a stated lump sum payable by no 
more than ten annual instalments; each 
instalment is measured by a stated 
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fraction of the profits for the year as 
defined. If the total of the instalments 
reaches the stated lump sum before the 
ten years have expired, no further 
payments are made. If at the end of ten 
years the total payments are less than 
the stated lump sum, no further pay- 
ments are made, and the vendor’s title 
to the balance of the lump sum lapses. 
In this situation the payments are 
capital matters for both parties. 


Abortive Expenditure 
Again, there may be capital expenditure 
that does not bring into being any asset 
or enduring advantage; in other words, 
abortive expenditure. There was an 
example in the Courts a few years ago 
in Pyrah vy. Annis & Co. Ltd., 1956, 
37 T.C. 163. A road haulier incurred 
substantial legal costs in an unsuccessful 
application to increase the number of 
his “‘A” licences. His claim to deduct 
these costs as a business expense failed. 
An “A” licence was a fixed capital asset 
of the business, and costs incurred in 
connection with their acquisition, 
whether successful or unsuccessful, were 
capital expenditure. This decision seems 
particularly hard since no form of 
depreciation allowance is obtainable. 
The Millard Tucker Committee on 
the Taxation of Trading Profits con- 
sidered the matter, and recommended in 
its report that expenditure incurred 
wholly and exclusively for the purposes 
of the business which, under present 
law, falls to be treated as capital 
expenditure, but which does not result 
in the acquisition or creation of any 
asset or benefit of any kind, or in the 
improvement of an existing asset, should 
be allowed to be written off as an 
expense of the year in which it is 
incurred. 


Commutation of Recurring Expenditure 
We tend to slip into the habit of 
regarding lump sums paid to get rid of 
recurring revenue expenditure auto- 
matically as allowable, and indeed, the 
verb “to Hancock” has come into 
general use. There is a danger here. 
Consider Mallett v. Staveley Coal & 
Iron Co. Ltd., already mentioned. This 
was where the colliery paid lump sums 
for release from two mining leases. It 
was not allowed the lump sums as 
commutations of annual charges for 
minimum royalties, because the leases 
were fixed capital assets of the business, 
and the expense of getting rid of a fixed 
asset is a capital expense. 

Then, again, there is the case of 
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... regularly 
at lunchtime 
with 


Many thousands of employers throughout the United Kingdom 
have arranged that their staff benefit from the nation-wide 
welfare service of Luncheon Vouchers Limited. 
May we send you a booklet showing how our scheme 
would operate to advantage in your organisation. 
Luncheon Wouchers Limited 
22 Golden Square, London, W.1. Tel: REGent 5711 & 0693 
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COLLEGE 


EXAMINATION IN 
MANAGEMENT 
ACCOUNTANCY 


(leading to Fellowship of the Institute 
of Cost and Works Accountants) 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained over 


10.000 SUCCESSES 


and more than 350 HONOURS, Prizes and Medals 
including 


FIRST PLACES 
38 SECOND PLACES 


66 Third and Fourth Places 


% WRITE TODAY for a free copy of the College “Accountancy”’ Prospectus 
to the Secretary Le , METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 

30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 
and of expert coaching therefor may 


be obtained on application to the METROPOLITAN COLLEGE 


Metropolitan College, St. Albans. $ T A L B A N S 


The regulations for admission to this 
examination, which affords a valuable 
additional qualification for already 
qualified accountants, have recently 
been altered in the following respects : 
(a) minimum age is now 23; (6) three 
years’ practical experience in cost 
accountancy is no longer required. 
Eligible candidates are entitled to 
exemption from certain subjects ac- 
cording to the examinations already 
passed. 

Full particulars of the examination 


RESERVES 
OVER £5,500,000 Texetion) SURVEYORS, VALUERS & AGENTS 
EQUIVALENT TO 65% OF 

ASSETS 
WHICH Now EXCEED £85,000,000 OF 


EXCELLENT MORTGAGE FACILITIES 


DEPOSIT DEPARTMENT HAS TRUSTEE STATUS F A CT RI E S 


THE 
PROVINCIAL PLANT & MACHINERY VALUERS 
BUILDING SOCIETY =" 
ESTABLISHED 1849 
London Office : ASTOR HOUSE, ALDWYCH, W.C.2. Tel: HOLborn 3681 London Wall 720! (5 lines) 


OVER 500 BRANCHES AND AGENCIES 


Member of The Building Societies Association 
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Alexander Howard & Co. v. Bentley, 
1948, 30 T.C. 334. Howard sold his 
business to a private company on terms 
that provided inter alia that, after his 
death and so long as his personal 
representatives held a stated number of 
shares in the company, the company 
was to pay an annuity of £1,000 per 
annum to his widow. This annuity was 
a revenue outgoing of the company in 
the sense that it was an annual payment 
from which the company could deduct 
tax, and it was a deduction in arriving 
at its statutory income—for example, 
for the purposes of a Section 341 claim; 
but it was not money expended by the 
company for trade purposes. The way in 
which the annuity was brought into 
being prevented it being regarded as a 
pension to the widow earned by her 
deceased husband’s services. It is not 
surprising, therefore, that the lump sum 
paid by the company to cancel the 
obligation was itself not allowable as a 
trade expense. 

On the other side there is Green v. 
Cravens Railway Carriage & Wagon Co., 
1951, 32 T.C. 359. The company had a 
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liability for a number of future years to 
pay additional premiums into a staff 
assurance scheme in respect of the back 
service of older employees. These 
annual premiums would be allowable 
under Case I. The company commuted 
them for a lump sum paid to the 
assurance Office concerned. This lump 
sum was allowed. It was made for the 
purposes of the trade, it got rid of an 
annual liability, and it did not bring into 
being any asset or enduring advantage. 
It might be said, though, that the 
payment conferred on the business the 
advantage of getting rid of the liability 
for future annual premiums, and at this 
point it becomes a little difficult to 
reconcile Hancock and Atherton. 

As regards Hancock itself (Hancock 
(Surveyor of Taxes) v. General Rever- 
sionary and Investment Co. Ltd., 1919, 
7 T.C. 358), the facts were that a pension 
payable by a company to a retired 
employee was commuted by the com- 
pany paying a lump sum to a third 
party, namely to an assurance office, in 
return for which the assurance office 
undertook to pay an annuity of the same 
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amount as the pension direct to the 
pensioner. Following pressure by the 
Inland Revenue, life offices will now 
transact business of this nature only in 
the form of non-commutable and 
non-assignable annuities. 

The company did not commute the 
pension by paying a lump sum to the 
pensioner, though in practice the 
expenditure appears to be equally 
allowable under Case I if made in this 
way. 

In conclusion it is worth noting the 
similar but contrasting case of Morgan 
Crucible Co. v. C.JA.R., 1932, 17 T.C. 
311. The company was paying pensions 
to retired employees. It bought from an 
assurance office for a lump sum an 
annuity payable to itself, out of which it 
continued to pay the pensions. In this 
case the lump sum was not allowed; the 
payment resulted in the company 
acquiring an asset—namely, the right to 
receive an annuity from the assurance 
Office. It was capital expenditure; 
instead of getting rid of a revenue 
liability, the company had acquired a 
capital asset. 


Valuation of Gifts Inter Vivos 


THE PRESENT Finance Bill contains 
provisions for graduating the estate 
duty charge in respect of gifts inter 
vivos and other dispositions (see 
ACCOUNTANCY for May, pages 281-2) 
made in the five years preceding the 
donor’s death. The purpose of this 
article is to summarise the rules 
relating to the valuation of such 
gifts. Gifts, if settled, have been 
liable to duty since 1891, and other 
gifts since 1894; since that time 
various provisions have altered the 
length of the period before death 
during which gifts made are liable. 
The law was drastically revised in the 
Finance Act of 1957, Section 38. 
Section 38 (1), Finance Act, 1957, 
applies to all out-and-out gifts other 
than gifts of money; estate duty is 
charged on gifts of money, therefore, 
on the sum given, without regard to 


the donee’s subsequent dealings with 
the money. Difficulties can arise in 
determining whether or not the 
original gift was one of money or of 
property purchased with such cash. 
In the case of Sneddon v. Lord 
Advocate [1954] A.C. 257, the de- 
ceased had paid over a cheque for 
£5,000 to trustees, who three days 
later subscribed for 5,000 shares in a 
company at the rate of £1 per share. 
The House of Lords held that the 
gift was one of money, not of shares. 
In Potter v. Inland Revenue [1958] 
S.L.T. 198, the deceased’s son applied 
for 10,000 shares in a company and 
paid the subscription moneys by 
means of a crossed cheque for £10,000 
drawn by the deceased in favour of 
the company; at the meeting at which 
the shares were allotted or on his 
way to it, the son had been handed 


the cheque by the deceased, with a 
letter stating that he enclosed the 
cheque “to enable you to purchase 
10,000 shares in the company.” It 
was held the gift was one of cash, not 
shares. 

The valuation rules for gifts made 
after April 9, 1957, are as set out 
below under (a) to (h). There is, 
however, the exception that where 
the gift was made before April 10, 
1957, and the property would have 
been free of estate duty had the 
deceased died on April 30, 1957, the 
persons accountable for the duty may 
elect (within twelve months of the 
donor’s death or such longer period 
as the Commissioners may allow) to 
claim that the gift be treated as 
duty-free. 

(a) if the donee retains the property 
given to him until the donor’s death, 
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duty will be levied on the value of the 
property at the donor’s death; 

(b) if the donee disposes of the 
property before the donor’s death, 
duty is assessed on the property 
which is taken in substitution—for 
example, if cash is received, the cash 
proceeds; if house no. 2 is exchanged 
for the house given by the donor and 
then a further exchange takes place 
prior to the donor’s death by which 
house no. 3 is exchanged for no. 2, at 
the donor’s death house no. 3 will be 
treated as comprised in the gift and 
duty levied on the value of that pro- 
perty at the death. This remark is, 
however, subject to the points relating 
to disposals at less than full con- 
sideration mentioned below. This 
substitution of property for the 
property given ceases once any 
property is sold for cash; 

(c) if the donee retains the property 
until it ceases to exist, and the time at 
which it ceases to exist is before the 
donor’s death, and no insurance or 
similar moneys are received, no duty 
will be charged—for example, if the 
donee is given a horse which dies 
prior to the donor’s death. If, how- 
ever, any insurance moneys are 
received or, in the case of share capital 
or debts, repayments are received, 
such moneys must be brought into 
account as part of the gift; 

(d) where the donee gives away the 
subject matter of the gift to him or 
disposes of it for less than its market 
value at the time of disposal, duty is 
charged on the principal value of the 
property at that time, not the date of 
the donor’s death. The proceeds of 
disposal are ignored for this purpose, 
although they may form part of the 
donee’s free estate and be liable as 
such if he dies after disposal. It may 
be that where shares in a private 
company are sold at a price which is 
restricted by the articles or a controll- 
ing interest is sold for less than the 
amount found on valuing the shares 
on a net assets basis under Section 55, 
Finance Act, 1940, this provision will 
apply. But should the donee have to 
dispose of the property—for example, 
under a compulsory purchase order— 
the compensation proceeds would be 
the sum on which duty would be paid; 

(e) if the donee is given any right to 
acquire property and exercises that 
right, the property acquired will be 
liable to duty, but the consideration 
paid by the donee may be deducted. 
The amount of the consideration 
which could be deducted was con- 
sidered in Re Bateman, Attorney- 
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General v. Wreford-Brown [1925], 2 
K.B. 429. In that case, the deceased 
made a gift of the reversion to furni- 
ture which was valued at £5,100. This 
sum represented four-fifths of the full 
value of the reversion at the date of the 
gift. Duty was charged, therefore, on 
one-fifth of the value of the furniture 
at the date of death; 

(f) where shares or debentures are 
given by the donor and the donee 
receives further shares as a result of 
bonus or rights issues, the shares 
received on the bonus or rights issues 
must be included with the shares or 
debentures originally given in deter- 
mining the number of shares or deben- 
tures received under the gift. Relief 
will be given for any consideration 
paid by the donee on the lines indi- 
cated in (e) above; 

(g) should the donee die before the 
donor, the provisions in (a) to (/) 
above will apply as if the acts of the 
donee’s personal representatives were 
his acts and testamentary dispositions 
in the donee’s will are to be treated as 
gifts made by him at the time of his 
death. If the personal representatives 
sell the property before the donor’s 
death (6) above will apply. If the 
property passes by way of gift before 
the donor’s death (d) will apply. If 
the property is retained until after the 
donor’s death, the property will be 
valued at the donor’s death; 

(h) the above remarks are varied 
under the provisions of Section 38 (8), 
Finance Act, 1957, if the gift is by 
way of settlement. In such cases, duty 
is to be levied on the value of the 
property comprised in the settlement 
at the time of the donor’s death 
except insofar as such property is not, 
does not represent, and is not derived 
from property originally comprised 
in the gift. Any property in the settle- 
ment at the date of death which arises 
as the result of accumulating income 
is also excluded. If the settlement 
comes completely or partially to an 
end prior to the donor’s death, the 
property taken out will be valued as a 
gift at that date. 


Marginal Relief 

Where duty is levied because the 
value of the gift exceeds £500, a 
marginal relief claim may be made: 
the duty is not to exceed the excess 
of the value of the gift over £500. 
Where the rate of duty is 80 per cent., 


‘marginal relief should be claimed if 


the total of the gifts to a particular 
donee is less than £2,500. It must be 
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noted that neither the value of the 
gift nor the rate of duty is reduced, 
only the amount of duty. 

Under the provisions in the Finance 
Bill, 1960, it is the principal value of 
the property which is to be reduced 
by 15 per cent. (if death occurs in the 
third year); 30 per cent. (if the death 
is in the fourth year); or 60 per cent. 
(if the death is in the fifth year). If a 
marginal relief claim is made, the 
value of the property is not to be 
reduced in determining the relief. 
Illustration (1) 

If the gift was valued at £600 and death 
occurred in the fourth year after the gift 


and the other property was valued at 
£109,500, the duty would be: 


£ £ 
Other propert 109,500 
Gift .. 600 
Less Reduction provided 
in Finance Bill 180 
— 420 
Rate of duty 50 per cent. 
subject to marginal relief 109,920 
Duty at 45 per cent on 
£100,000 45,000 
Excess 9,920 
54,920 
Proportion applicable to 
gift: 
£54,920 
109,920 * 
Duty restricted to excess 
over £500 100 
Illustration (2) 


If the gift was valued at £600 and death 
occurred in the fourth year after the gift 
and other property was valued at £35,700, 
the duty would be: 


£ 
Other property 35,700 
Gift 600 
Less Reduction provided 
in Finance Bill 180 
420 
Rate of duty 24 per cent. 
subject to marginal relief 36,120 
Duty at 21 per cent. on 
£35,000 .. 7,350 
Excess 1,120 
8,470 
Proportion applicable to 
Excess of value of gift over 
£500 100 
Duty 98 
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Dependent Relative and 
Housekeeper Reliefs 


THE INCREASE in these reliefs in the 
recent Budget from £60 to £75 
raises again the question of their 
scope. 

Dependent Relative Relief. The 
taxpayer must show he maintains at 
his Own expense (or contributes to 
the maintenance of) any relative of 
his or of his wife who is incapacitated 
by old age or infirmity from main- 
taining himself or herself. Alter- 
natively the relative may be the 
widowed mother (not father) of the 
taxpayer or his wife: there is then no 
need to prove incapacity or old age. 
Where the relative is not the widowed 
mother of either spouse, the claim 
usually occurs in respect of elderly 
relatives. It should not be forgotten, 
however, that a child of the tax- 
payer aged over 16 and not under- 
going full-time training or educa- 
tion will rank for the relief if he is 
suffering from some infirmity—for 
example, polio. An attempt was made 
in the recent Finance Bill debates to 
insert a new clause to give the parent 
of such a child, until the latter reached 
the age of 21 years, relief of £150 as 
if the child was undergoing full-time 
education. The proposal was de- 
feated, however, principally on the 
argument that the State provides 
grants under the social services 
legislation. 


Housekeeper Relief may be claimed 
by: 
(a) a widower (or widow) who has 
residing with him either a female 
relative of his or his wife’s or some 
other person whom he employs for 
the purpose of looking after him. 
No other person must be entitled to 
a deduction from his or her income 
in respect of the housekeeper, or if 
any person is entitled he must have 
relinquished his claim. If the relative 
is married, her husband must not 
claim the married personal reliefs. 
This restriction does not apply to an 
employee. The housekeeper must 


sleep in the house (Brown v. Adam- 
son, 1937, 21 T.C. 186). A divorced 
person is not a widower or widow 
for this purpose (Kliman v. Winck- 
worth, 1933, 17 T.C. 569). 

(5) an unmarried taxpayer or a 
married taxpayer whose wife is 
wholly incapacitated throughout the 
year of assessment, providing the 
housekeeper is required to look after 
children for whom child relief is 
obtained by the taxpayer. 

Spinsters and bachelors cannot 
obtain housekeeper relief unless the 
circumstances described in (b) above 
apply; neither can a taxpayer whose 
wife is an invalid and who cannot 
claim child relief; nor can a taxpayer 
claim for a sister whom he maintains 
to look after their infirm mother. It 
may help, although it does not 
excuse the failure to include the above 
cases, if a brief history is given of 
the relief. Housekeeper relief was 
first given to a widower who was 
able to claim child relief. It was later 
extended to widows. In 1924, the 
requirement that the widower or 
widow must be able to claim child 
relief to obtain housekeeper relief 


Taxation 
Notes 


Additional Personal Allowance 

The new relief given under Clause 15, 
Finance Bill, 1960, to widows, 
widowers and other persons who are 
not entitled to the married persons 
relief but do have a claim to child 
relief has been designated on 
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was dropped. In 1943 housekeeper 
relief was extended to other tax- 
payers, providing they could claim 
child relief. 

The Royal Commission on_ the 
Taxation of Profits and Income re- 
viewed the problem and, after hearing 
suggestions to increase the scope of 
the housekeeper relief, stated ““In our 
view the right course is not to extend 
the conception into other fields but 
to cut out this branch (that is, the 
making of the allowance to widowers 
and widows without children) of 
housekeeper allowance altogether.” 
In our view this may be the logical 
step, but where infirm relatives are 
involved it certainly seems a case of 
“‘you’re past your best so why worry 
about you?” It would seem preferable 
to amend the relief so as to give it 
either where a housekeeper is en- 
gaged in looking after children or 
persons for whom dependent relative 
relief could be claimed, or where the 
taxpayer is suffering from old age or 
an infirmity and is forced to employ 
a housekeeper or a daily woman. 
This proposal might exclude many 
widowers or widows who at present 
get the relief and would still exclude 
bachelors and spinsters. If the logic 
behind the retention of the Schedule 
A tax is employed, that because a 
tenant pays rent the owner-occupier 
pays Schedule A tax, then a new 
relief, perhaps at a lower rate, should 
be given. 


coding notices as “additional 


personal relief.” 


Double Taxation Agreement—Ireland 
An amended agreement with the 
Republic of Ireland covers tax 
avoidance. This agreement will be 
substituted for that enacted last year 
to prevent avoidance devices being 
practised under the exemption 
clauses of the double taxation agree- 
ment. 


E.P.T., E.P.L. and Special 
Contribution 
Sir Edward Boyle stated during the 


] 
‘ie 
Heer 
‘at 
, 
ge 
; 
‘ 
| 
av 
+ 
cat 
~ 
a 
te 


408 


Committee debate on the Finance 
Bill that the Chancellor proposed 
including legislation in the next 
Finance Bill to cover the tidying up 
of the E.P.T., the Excess Profits Levy 
and the Special Contribution. 


Total Income for Double Taxation 
Relief 

The total income for surtax purposes 
often differs from that for income 
tax purposes. This must be watched 
for the purpose of calculating a 
taxpayer’s effective rate for tax 
credits. Causes of the difference are 
as follows: 


(1) Building society interest re- 
ceivable. This is excluded from 
total income for this purpose 
(though included in it for 
others, for example, age relief), 
so far as income tax is con- 
cerned, but it must be included 
at its grossed-up amount for 
surtax. The same applies to the 
first £15 (£15 each for a 
married couple) of Post Office 
Savings Bank interest and of 
interest from the ordinary 
branch of other approved 
savings banks. 

(2) Interest paid on estate duty can 
be grossed and deducted for 
surtax purposes only. 

(3) Where residuary income is re- 
ceived by a person with an 
absolute interest, there is de- 
ductible for surtax purposes the 
gross equivalent of estate duty 
applicable to income accrued 
before death and included in 
the estate for estate duty pur- 
poses. 

(4) The consideration for certain 
restrictive covenants in con- 
nection with offices and 


FINANCE BILL— 
CONCLUDING STAGES 


See our Professional Notes columns 
at the beginning of this issue. 
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employments is included in 
total income for surtax. 


Illustration 


£ 
Total income for income 
tax purposes... .. 9,600 
Income tax allowances 
(earned income, personal, 
children, etc., but NOT 
life assurance) .. . 2,000 
£7,600 
& 
£360 at reduced rate aa 84 0 0 
£7,240 at 7s. 9d. . 2,805 10 0 
2,889 10 O 
£ 
Total income for surtax .. 10,445 
Surtax allowance (excess of 
personal, children, etc., 
allowances over £140)... 370 
10,07 
Surtax .. £2,219 7 6 
2,889.5 2,219.375 
Effective rate £ 9,600 +£ 10,445 


=6s. 1d.+4s. 3d.=10s. 4d. 
(Odd fractions of a penny are rounded 
up). National Insurance relief has been 


ignored. 


Tax-free Government Securities 
The following securities issued in 
exercise of the Treasury’s powers 
under what is now Section 195 of the 
Income Tax Act, 1952, have the 
privilege of complete exemption from 
income tax (including surtax) so long 
as they are in the beneficial owner- 
ship of a person not ordinarily resi- 
dent in the United Kingdom: 

4 per cent. Funding Loan 1960/90 

4 ,, Victory Bonds 1920/76 

34,, War Stock 


The following are similarly ex- 
empted unless the interest forms part 
of the profits from a business carried 
on in the United Kingdom (under 
powers in Section 60 of the Finance 
Act, 1940): 

3 per cent. Savings Bonds, 1955/65 

do. 1960/70 
do. 1965/75 


54 per cent. Funding Loan 1982/84 


The list gets shorter as stocks fall due 


for redemption. 
The following securities do not 


carry the exemption: 
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Defence Bonds subsequent to the 4th 
series. 

24 per cent. Savings Bonds 1964/67 
24,, Treasury Stock 1975 


The stocks listed as carrying the 
exemption from income tax are also 
exempted from estate duty if in the 
ownership of a person neither domi- 
ciled nor ordinarily resident in Great 
Britain or Northern Ireland immedi- 
ately before the death (Section 47, 
Finance (No. 2) Act, 1915; Section 
63, Finance Act, 1916; Section 34, 
Finance Act, 1951). 


Double Taxation and Paying Agents 
When dividends from oversea com- 
panies are entrusted for payment to 
agents in the United Kingdom 
(U.K.), the agent must deduct U.K. 
income tax and is assessed by the 
Special Commissioners. Normally 
the Inland Revenue arranges for tax 
credit relief to be given by the agent, 
but this will be only in respect of 
direct tax such as the Canadian and 
United States of America  with- 
holding taxes, the South African 
non-resident shareholders’ tax, etc., 
because the underlying rate of tax 
appropriate to Ordinary shares is 
not known in time. Where the direct 
tax is more than half the standard 
rate of U.K. income tax, the pro- 
visional credit by the paying agent 
is limited to half the standard rate. 


Illustration (1) 


& 

Preference dividend from 
oversea Company .. .. 40 0 0 

Less Oversea witholding tax 
at 15 ver cent.(=3s.) .. 60 0 0 
340 0 O 

Less U.K. income tax at 
(7s. 9d. —3s.=) 4s. 9d. 80 15 0 
Net amount paid ..£259 5 0 


As this is a Preference dividend, 
there can be no more relief, but in 
the case of Ordinary dividends if the 
taxpayer’s effective rate (income tax 
payable—before life assurance or 
double tax relief—divided by total 
income, plus surtax payable divided 
by the total income for surtax) is less, 
the Inland Revenue can adjust the 
tax accordingly. 
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The Bull 300 DP Series 


(a fully synchronised unit system) 


flexible, fast 
and expandable 


Basic Elements Basic Speeds [= 
*Card Reader 300 cards per min. +2 
*Card Reader/Punch 300 cards per min. 
* Arithmetic Unit (x + -+-—) 300 cycles per min. 
*Printer 300 lines per min. 


*Programme Unit 


All theelements arelinked through 
the programme unit which co- 
ordinates the whole system and 
enables parallel processing of 
data. 

Input/output speeds may be 
doubled by the addition of further 
units. 


A second programme unit can be 
attached, increasing programme 
possibilities and enabling even 
further expansion of input/output 
units. 

The 300 DP Series will expand 
into an electronic system with the 
incorporation of one or more of 
the following units, as required : 


*Gamma 300 Computer 
*Magnetic Drum Extension 
*Multi-Selector 

and Magnetic Tape Units 


The Gamma 300 Computer with 
Drum will bring to the system the 
advantages of even faster arith- 
metic units, together with storage 
of up to 200,000 decimal digits. 
Should greater capacity be needed 
up to eight magnetic tape units 
can be added. 


An integrated system is main- 
tained with the addition of each 
unit to suit requirements. Here 
then is Data Processing Equip- 
ment with the widest possible 
range of expansion which will be 
an asset to every organisation 
with data processing problems. 
The first order has been placed 
for a large installation which is 
due to be delivered in the early 
Autumn of 1961. 


DE LA RUE 
BULL MACHINES LIMITED 


114/118 Southampton Row - London W.C.1 
Telephone: CHAncery 5725 
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THE IDEAL COMBINED REGISTER 


FOR 
SMALL COMPANIES! 


In addition to the 
usual sections (8 in 
all) it is complete with 


12 Attractive Share 


Certificates. Well 
bound with stiff board 


ped 
Neste, 


covers with each sec- 
tion divided with a 
lettered buckram tab. 


DIRECTORS: 


Price 35/9 plus 


ass 


TOLLIT & HARVEY Ltd 


6/- Purchase Tax 


MINUTES 


Company Stationers & Registration Agents 
* 62 and 63 Cheapside, London EC2 


2-WAY 
INTERCOMS 


Install your own system with our iene 2-way Inter- 
com Kit. For £15 we supply: Two telephones as illustrated, 
100 ft. G.P.O. specification cable and an Ever Ready battery 
to power the system for 18 months. Perfect operation on 
distances up to 1,000 yds.; extra cable available for 2d. per 
ft. Nothing for you to do but connect four wires to screw 
terminals. Equipment is of highest quality guaranteed for 
three years. We also offer the usual range of multi-button 
equipment. We install these systems and give you free main- 
tenance. Prices average £15 per point, inclusive of cable, 
accessories, labour and the instruments. Full details from: 


D.J.P. TELEPHONES LTD. 
Dept. A.C, 


156 CAMDEN HIGH STREET 
LONDON, N.W.1 
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e First Company Registration Agency. 
Established 1135 ma ago by Mr. Charles Doubble at 415 Serjeants 
Inn, Fleet Street, and Officially appointed Agent. 


CHARLES DOUBBLE LIMITED 
COMPANY REGISTRATION AGENTS, COMPANY PRINTERS 


COMPANIES REGISTRY 
Information and assistance rendered to the profession in all matters relating 
to the Formation, Incorporation and Winding up of Companies. 
Mortgages, Charges and Debentures Registered. 
Annual Returns, Resolutions and other documents stamped and filed. 
Searches made and Office Copies obtained. 


Company Forms. 
COMPANY PRINTING 
Memorandum and Articles of Association, Resolutions, Debentures, Share 
Certificates, Dividend Warrants, etc., printed with care and expedition. 
Draft Memorandum and Articles of Association for a Private Company 
adopting with modifications Table A of the Companies Act, 1948, settled by 
Alexander P. McNabb, Barrister-at-Law (Lincoln’s Inn). Post Free 3/9. 


PROBATE REGISTRY 
(*SOLICITORS ONLY) 
*Papers Lodged with Estate Duty Office. 
*Lodging Papers for Grant of Probate and Letters of Administration. 
Searches made for Wills and Administrations and Copies obtained. Searches 
in General Registry for Births, Marriages and Deaths and Copies obtained. 


GENERAL 

Bills of Sales Registered and searches made. 

Powers of Attorney, Stamped and filed. 

Deed Polls and other documents enrolled. 

Searches made in Probate and Divorce. 

Documents Stamped and Denoted. 

Adjudications carried through. 

Particulars delivered, Stamp obtained. 

Documents lodged for Assessment of Penalty. 

Registration and Searches made in the following: Land Charges, Land 
Registry, Trade Marks, Patents and Design Registry, Business Names Regis- 
try, Deeds o' f Arrangements . Bankruptcy, Enrolments with Charity Commission, 

ADVERTISING 

Legal and other advertisements inserted in London Gazette and all English 

Dominion and Foreign Newspapers. 
SERVICE 

We welcome your in all the above matters, assuring you of our very 

best and prompt attention. 


10 BELL YARD, TEMPLE BAR, LONDON, W.C.2 


TELEPHONE: TELEGRAPHIC ADDRESS: 
HOLBORN 0375 DOUBBLE, ESTRAND, LONDON 


xvi 
— 
10 REGISTER OF MEMBEKS Ayp SHARE LEDGER 7 
: 
3 
| 
| 
4 
| 
} 
| 
| | 
| | 
| 


Illustration (2) 


Ordinary dividend from over- 
sea company 400 0 O 
Less oversea witholding tax 
at 15 per cent. 00 
340 0 O 
Less U.K. tax at 3s. 10}d. on 
provisional gross of £421 
14s. 1d. 8114 1 
Net amount paid 


The provisional gross is found by 
grossing £340 by reference to 3s. 
104d. (half the standard rate of 
Ts. 9d.) 
The deduction of U.K. tax on the 
voucher is commonly shown thus: 
U.K. tax at 3s 104d. on provisional gross 
of 2s. 1.302d. per share 
There will then be a statement like 
this on the voucher: 


4. 
Dividend declared per share 2 0 
Witholding tax 15 per cent... 3.600 
1 8.400 
U.K. tax at 3s. 104d. on pro- 
visional gross of 2s. 1.302d. 
per share 4.902 
1 3.498 


Some companies also show a table 
from which the provisional gross for 
the number of shares held can be 
quickly ascertained; failing that, the 
easiest method is usually to use tax 
tables to gross up the net dividend at 
the standard rate. When the under- 
lying oversea tax is announced—this 
is usually ascertained from the tables 
published half-yearly by the London 
Stock Exchange and is often some 
years in arrear—the true tax credit 
can be calculated. Should the oversea 
rate exceed the U.K. effective rate, 
credit is limited to the latter, but the 
excess Oversea tax can be deducted 
from the oversea income. This is 
done automatically by grossing the 
oversea dividend after deduction of 
Oversea direct tax (but before de- 
ducting U.K. tax) by reference to 
the rate of relief available. Thus if, 
in this illustration, the taxpayer’s 
effective U.K. rate were 5s. and the 
oversea rate (including the with- 
holding tax) were (a) 6s. Od. (db) 
4s. Od., the computation would be: 
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(a) (b) 
& £ s.d. 
Oversea dividend less oversea tax 340 0 O 340 0 O 
Gross at 5s. 0d .. 113 6 8 4s. Od. 85 0 
453 6 8 425 0 0 
Tax thereon at 7s. 9d. .. 175 13 4 164 13 9 
Tax credit at 5s. Od. 113 6 8 4s. Od. 85 0 0 
62 6 8 79 13 9 
U.K. tax deducted 8114 1 81 14 1 
Repayment due 19. 7 5 20 4 
In (a) the gross oversea dividend, grossed at 6s. O0d., Red 
Tax at 6s.0d. .. 145 14 3 
Tax credit as above 113 6 8 
Unrelieved tax 
Income chargeable in U.K. i a 453 6 8 
In (6) the whole oversea tax has been relieved. a 


Agricultural Buildings Allowance 

Relief under Section 314 of the 
Income Tax Act, 1952, is of con- 
siderable importance. In respect of 
capital expenditure after April 7, 
1959, there is an investment allow- 
ance of 10 per cent. of the 
expenditure in addition to the annual 
allowance of 10 per cent. of the 
expenditure, starting in the year of 
assessment following that in which 
the expenditure was incurred. It 
applies to agricultural land (that is, 
land, houses or other buildings in the 
U.K. occupied wholly or mainly for 
the purpose of husbandry) and 
forestry land (that is, woodlands in 
the U.K. where the profits of 
occupation are assessed under 
Schedule D, and any houses or other 
buildings occupied with , and wholly 
or mainly for the purposes of, such 
woodlands). The expenditure must 
be on the construction, reconstruc- 
tion, alteration or improvement of 
farm houses, farm or forestry 
buildings, cottages, fences or other 
works — including drainage and 
sewerage works, water and electricity 
installations, walls, shelter belts of 
trees and the reclamation of agricul- 
tural land; must be capital expendi- 
ture; and must be incurred for the 
purpose of husbandry or forestry on 
agricultural or forestry land by the 
owner or tenant. Capital expenditure 


that can go into a maintenance claim 
is not included except for the 
investment allowance. 

Not more than one-third of the 
expenditure on a farm house is 
eligible; on a house dispropor- 
tionately large for the property the 
fraction will be lower. Similarly a 
proportion of the expenditure on any 
other asset not wholly used for 
agriculture, etc., isdisallowed. Grants 
from the Crown or a public or local 
authority, such as contributions to- 
wards the cost of modernising 
cottages or building new ones, are 
deducted from the expenditure. The 
allowances are given first against 
agricultural or forestry income; any 
balance can be carried forward 
against similar income. Alternatively, 
any balance may be set off against 
other income of the year of claim 
and, so far as not so allowed, 
against that of the following year. 
Notice must be given within two 
years from the end of the year of 
claim. 


Gifts Inter Vivos—Certificates for 
Trustees 

At the Committee stage of the 
Finance Bill it was announced that 
there would be a revision in the pro- 
cedure to be adopted for the issuing 
of certificates to trustees where the 


J 
1 
| 
he.) 
. 
‘ 
“he 
g 


410 


possible liability to estate duty has 
been reduced by the operation of 
Clause 61 (relating to gifts inter 
vivos) of the Bill. Under the new 
procedure, at the end of the third, 
fourth and fifth years, trustees will be 
required to fill up a form, stating 
whether the life tenant has remained 
excluded from possession and enjoy- 
ment or other benefit and whether to 
the best of the trustees’ knowledge 
and belief any operations are in view 
by which the life tenant may secure a 
benefit. On receipt of this form, 
providing the life tenant will remain 
excluded from possession, a revised 
certificate will be issued. 


Double Taxation Convention with 
Italy 

A Double Taxation Convention be- 
tween the United Kingdom and Italy 
has been signed, and the text will be 
published shortly by H.M. Stationery 
Office. It is expressed to take effect 
in the United Kingdom from April 6, 
1956. 

The Convention—which is subject 
to ratification—provides for the 
avoidance of double taxation on 
income and profits. It is in general 
similar to existing conventions with 
other countries in Europe. 


Taxation in the Isle of Man 

The publicity given to the abolition 
of surtax as from April 6, 1961, has 
focused attention once more on the 
taxation advantages of life on the 
Isle of Man. One is tempted to say 
that yet another tail is disappearing! 
The taxation advantages of living on 
the island were pointed out recently 
in the pamphlet How to save money 
by living in the Isle of Man, widely 
distributed by the Tourist Board for 
the information of accountants, soli- 
citors and bank managers. 

The standard rate for 1960/61 is 
4s. 6d. in the £; there are reduced 
rates of 2s. 3d., 3s. and 3s. 9d. on 
the first three slices of £250 each of 
taxable income. The allowances are: 
earned income one-fourth of the first 
£1,200 and one-fifth of the excess up 
to a maximum allowance of £460; 
age: single woman or widow over 
sixty years of age or any individual 
over sixty-five years of age whose 
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income does not exceed or does not 
greatly exceed £750—one-fourth of 
the total income; personal: single 
£200, married £350; children—same 
as in the United Kingdom; additional 
personal allowance—three-fourths of 
wife’s earned income with a maxi- 
mum allowance of £110; housekeeper 
£100; dependent relative £100 (re- 
duced where relative’s income ex- 
ceeds £130); daughter looking after 
aged or infirm parent, £40 as in the 
United Kingdom; life assurance 
relief—2s. 3d. in £ on premiums 
(limited to one-sixth of total income). 

Ministers of religion are not taxed 
on the first £200 gifts from congrega- 
tions. 

The taxable income of an associa- 
tion resident in the island is reduced 
by 12} per cent. or £500, whichever 
is the smaller. 

Non-residents are charged at 
4s. 6d. in the £ on income from 
trade, employment, etc., in the island 
and at 3s. 6d. in the £ on other in- 
come from sources in the island. 

The repairs allowance on property 
in the island is one-third of the first 
£100 and one-fifth of any excess (on 
lands, including farmhouses, a level 
one-seventh of the gross annual 
value). 

The surtax rates for 1960/61 rise 
by 10d. stages on income over 
£2,500 in three slices of £500, two of 
£1,000 and one of £2,000; thereafter 
by 74d. stages on a further £2,000 
and two slices of £5,000; until income 
in excess of £20,000 is charged at 
7s. 6d. 

Profit derived from the sale or 
export of anything produced in or 
imported into the Isle of Man is 
treated as income derived from a 
source there. Savings bank interest 
is treated in the same way as in the 
United Kingdom. The rates of 
assessment follow closely those in the 
United Kingdom. It is notable that 
a new business can claim assessment 
on the “‘actual basis” for the second, 
third and fourth years of assessment. 
A taxpayer who ceases to possess a 
source of income other than a trade, 
profession, employment or vocation 
can claim such relief as will ensure 
that the total income from that source 
assessed in all years since its acquisi- 
tion does not exceed the total income 


received for the whole period of pos- 
session after April 5, 1918. Deduction 
at source applies only to payments to 
non-residents; dividends, interest, 
etc., paid by an association registered 
in the island are deductible in com- 
puting its taxable income and, if they 
exceed the total income, the excess 
can be carried forward. 

Partners are assessed individually 
on their respective shares of the 
firm’s income. 

There is a double taxation agree- 
ment with the United Kingdom and 
other countries providing relief for 
persons resident in the island. There 
is also a unilateral relief where no 
agreement exists. 

No death duties are levied in the 
island. 

There are great attractions, but the 
difficulty of getting their benefits is 
the requirement of residence in the 
island and the difficulty of getting 
rid of United Kingdom residence 
without deciding to stay away for at 
least a full tax year and to limit visits 
thereafter. 


T.R.C. Interest Raised 

An early result of the rise in Bank 
Rate and of the weakness of the 
gilt-edged market, which largely 
preceded it, has been the decision of 
the authorities to raise from June 29 
the rate of interest payable on tax 
reserve certificates by a half point 
to 34 per cent. So sharp a rise is 
unusual. Following the rise in Bank 
Rate by a point in January the rate 
on the certificates was raised from 2! 
per cent., at which it had stood for 
more than a year, to 24 per cent. and 
there was a further increase of a 
quarter point some four months 
later. The rate given is related to 
yields on short-term securities rather 
than to actual short money rates. 
Interest is free of income tax, surtax 
and profits tax for a maximum 
period of two years on holdings of 
the certificates used to finance tax 
payments. 

From June 29 certificates of the 
eighth series issued under the terms 
of the prospectus dated January 6, 
1959, will bear the new rate, but that 
on certificates of the eighth series 
subscribed before June 29 is un- 
changed. 
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Recent Tax Cases 


Income Tax 

Profit—Discontinuance of  trade— 
Appeal to High Court—Case remitted to 
General Commissioners— Duty to adjust 
figures in accordance with High Court 
order—No fresh evidence to be ad- 
mitted—WNo right to withdraw appeal as to 
one year of assessment—Finance Act, 
1926, Section 31 (1)—Finance Act, 1938, 
Section 26 (1) (b)—Income Tax Act, 
1952, Section 64 (6), (7). 


In Bradshaw vy. Blunden (Ch. 1960, 53 
R. & I.T. 398) the taxpayer, a builder and 
contractor, had had additional assess- 
ments to income tax made on him under 
Case I of Schedule D in respect of profits 
from the sale of houses for the years 
1944/45 to 1948/49 inclusive. On appeal 
to the High Court in 1956 it was held 
that the taxpayer’s business as a 
builder had ceased on December 10, 
1945, and that thereafter the houses had 
been retained as an investment and that 
sales after the discontinuance had 
resulted in capital gains. Accordingly, 
the case was remitted to the General 
Commissioners to adjust the assessments 
in accordance with that judgment. It was 
agreed between the parties that under the 
judgment the additional assessments for 
the years 1946/47 to 1948/49 inclusive 
fell to be discharged, and the hearing 
resumed before the Commissioners in 
1959 was accordingly confined to the 
years 1944/45 and 1945/46. The Com- 
missioners held that in fixing the 
assessment for 1945/46 in accordance 
with the High Court order they had to 
apply the actual profits for the period 
from April 6, 1945, to December 10, 
1945, under Section 31 (1) of the Finance 
Act, 1926 (now Section 130 of the Income 
Tax Act, 1952), and that the trading 
stock at the date of discontinuance had 
to be valued in accordance with 
Section 26 (1) (6) of the Finance Act, 
1938 (now Section 143 of the Act of 
1952). They adjourned the proceedings 
for evidence to be produced to them as 
to the market value of the houses on the 
date of discontinuance. The taxpayer 
appealed. 

Pennycuick, J., said that at the 
hearing before him Counsel for the 
taxpayer had sought by way of pre- 
liminary point to withdraw the entire 
appeal as regards the year 1945/46. 
The appeal, however, had already been 
judicially decided by the order of 
Roxburgh, J., (in 1956) and there were 
no grounds on which the taxpayer 


could now be entitled to withdraw it so 
as to restore the status quo before the 
order had been made. That decision 
was none the less a judicial decision 
despite the remission of the case to the 
Commissioners to determine the figure. 
He distinguished Hood Barrs v. C.I.R. 
(1959) T.R. 157, where the appellant 
had been allowed by the judge to 
withdraw the appeal then pending in 
respect of certain years, and said that 
the position before the conclusion of 
an appeal was fundamentally different 
from that after a decision on appeal 
had been given. In the Hood Barrs case 
Upjohn, J., had said: 
It seems to me right that I should let him 
now, before the case has been fully 
heard and argued, withdraw such years 
in respect of which he does not desire to 
appeal. 


His Lordship said it was plain that 
Section 31 of the Act of 1926 and Section 
26 of the Act of 1938 applied to the case, 
but there remained the question whether 
further evidence should be admitted as 
to the value of the trading stock at 
December 10, 1945. It was a well- 
established and salutary rule that, in the 
absence of special circumstances, the 
parties to an appeal to the Court should 
not be enabled to go back to the 
Commissioners and call fresh evidence 
on issues which had been raised in the 
original proceedings and upon which 
they had had full opportunity of calling 
such evidence as they might have been 
advised to call (per Tucker, L.J., in 
Murphy vy. Australian Machinery and 
Investment Co., Ltd. (1948) 30 T.C. 244). 
It was true that the issue raised before 
the Commissioners in the original 
proceedings—namely, what were the 
taxable profits of the taxpayer in the 
year 1945/46—had come before them in 
the form of an appeal against an 
assessment made on the footing of a 
continuing trade and based on the 
profits of the year of assessment ended 
October 30, 1944; but the duty of the 
Commissioners on an appeal against an 
assessment was to determine the profits 
of the taxpayer for the year in question 
(C.1.R. v. Sneath (1932) 17 T.C. 149; 
R. v. Special Commissioners of Income 
Tax, ex parte Elmhirst (1936) 20 T.C. 
381). The market value of the houses on 
December 10, 1945, had been relevant 
to the issue before the Commissioners at 
the original appeal against the addi- 
tional assessments (in 1954) and there 
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had been full opportunity for either 
party to call evidence as to their value, 
but neither party had sought to do so. 
The Crown now sought to rectify the 
omission, but the rule as stated was 
applicable and the Crown ought not to 
be allowed to call the evidence. 

In so far as the Court had a free 
discretion as to the admission of the 
evidence, it was right to exercise it in 
the same way. The objection accorded 
to allowing fresh evidence was much 
increased by the fact that almost 
fifteen years had elapsed since the date 
of discontinuance. But there was nothing 
to prevent the Commissioners from 
requiring such particulars of sales or 
other transactions in the period from 
April 6, 1945, to December 10, 1945, as 
might be necessary to enable them to 
make whatever apportionments they 
thought proper in order to arrive at the 
profits of the taxpayer’s trade for that 
period. 


Income Tax 

Adventure in the nature of trade— 
Purchase of estate site for development— 
Uneconomic as investment—Planning 
permission for development obtained— 
Estate sold piecemeal to developers— 
Income Tax Act, 1952, Schedule D, 
Case I 


In Cooke v. Haddock (Ch. 1960, 53 R. 
& I.T. 381) the taxpayer practised as a 
solicitor and had interests in three 
companies and one partnership firm 
which were engaged in property dealing. 
In 1948 he purchased an estate of 72 
acres for £12,420, of which £8,000 was 
raised by way of mortgage at 4 per 
cent. interest. The rental value of the 
property was £167 12s. as against an 
interest charge of £320 a year. It was 
therefore obvious to the taxpayer at the 
time of the purchase that he had either 
to develop the land himself or to sell it in 
whole or in part to persons minded to 
develop it, or both, for otherwise the 
transaction would be quite uneconomic. 
Much of the estate was ripe for develop- 
ment, and immediately after the pur- 
chase the taxpayer obtained outline 
planning permission for its development, 
one of his objects in so doing being to 
safeguard himself against the threat of 
compulsory purchase. A service road 
leading to the estate had already been 
constructed by the vendors. 

The taxpayer did not take any steps to 
develop the land himself nor did he 
advertise it for sale, but it soon became 
common knowledge that he had ob- 
tained the land and between 1949 and 
1953 he sold off piecemeal twenty-three 
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plots consisting of some five acres. In 
1954 he sold a further 194 acres for 
£15,200 with an option to purchase a 
further 234 acres for £19,975 within 
seven years. The remaining 24 acres 
were in a “green belt’’ area and ineligible 
for development. The mortgage of 
£8,000 was repaid out of moneys 
received from these sales. In evidence 
before the Special Commissioners the 
taxpayer stated that his reason for not 
developing the land himself was that he 
had bought it“‘asa long-term investment” 
and hoped that “it would come to roost 
some day,” since there were no diffi- 
culties in the way of developing the land. 
By “long-term investment’ he meant 
that as, in his opinion, the development 
charge imposed by Section 69 of the 
Town and Country Planning Act, 1947, 
would not work, he would not have to 
wait for more than seven to eight years 
—that is, till the repeal of the develop- 
ment charge legislation—before it would 
become remunerative for someone to 
develop the remaining land and build on 
it. (The development charge was in fact 
abolished, subject to savings and special 
provisions, by Section | of the Town and 
Country Planning Act, 1953.) He con- 
tended that the profits on the sales were 
capital profits realised in disposing of 
part of a long-term investment. The 
Special Commissioners, however, held 
that the transaction had all the essential 
ingredients of a trade or adventure in 
the nature of trade and not those of a 
true investment in land. 

Pennycuick, J., said that in order to 
displace the Commissioners’ finding the 
taxpayer had to show that “the Com- 
missioners have acted without any 
evidence or on a view of the facts which 
could not reasonably be entertained”’ 
(per Viscount Simonds in Edwards v. 
Bairstow and Harrison (1955) 36 T.C. 
207), but he had failed to discharge that 
extremely heavy burden. There was a 
number of circumstances to justify the 
finding of the Commissioners: (i) the 
land had been ripe for building subject 
to the necessary licences being obtained; 
(ii) the land had been unsuitable for 
occupation by the taxpayer or for 
retention as an income-producing in- 
vestment; (iii) the taxpayer had obtained 
planning permission for the development 
of the estate (although that had been to 
safeguard himself against the threat of 
compulsory acquisition and not with a 
view to developing the estate himself); 
(iv) the taxpayer had sold parts of the 
land piecemeal; and (v) the taxpayer 
had been concerned in companies and a 
partnership firm engaged in dealings in 
land. All these elements had been 


ACCOUNTANCY JULY 1960 


referred to in reported decisions on the 
particular question what constituted the 
carrying on of a trade of a dealer in land, 
and the circumstances of the case amply 
warranted the conclusion to which the 
Special Commissioners had come. 

The facts that the taxpayer was an 
experienced solicitor, that he had not 
advertised the land, that he had not 
bought any further land to replace the 
land treated as trading stock and that he 
had not developed the land himself were 
not sufficient to warrant its being said 
that the Commissioners had acted on a 
view of the facts which could not have 
been reasonably entertained. The evi- 
dence amply justified the finding that 
the transaction had not been a lock-up 
investment and that it had contained 
elements which had rendered it a 
successful venture in the nature of trade. 


Profits Tax 

Gross relevant distributions—Capital- 
isation of distributable sum—Surplus 
following revaluation of fixed assets of 
company—Subsequent increase of capital 
— Whether a distributable sum capi‘alised 
—Finance Act, 1951, Section 31 (1), (2), 
(5). 

In Westburn Sugar Refineries, Ltd. v. 
C.I.R. (Court of Session, 1960, 53 R. & 
I.T. 365-6) the buildings, plant and 
machinery of the company were re- 
valued, and in the balance sheet as at 
October 2, 1948, the sum of £155,910 
was shown on the liabilities side as 
“surplus on the revaluation of fixed 
assets”’ and as the main item in capital 
reserve. In August, 1949, the com- 
pany passed a resolution increasing 
its capital to £609,000 by the creation of 
152,250 new Ordinary shares of £1 each, 
and at the same time a further resolution 
was passed applying £152,250, being part 
of the sum standing at the credit of 
capital reserve, in paying up the new 
shares and allotting them to the holders 
of existing Ordinary stock of the 
company in the proportion of one new 
share for every three Ordinary stock 
units (of £1 each) held. 

In February, 1950, the appellant 
company formed an investment holding 
company, known as Lynedoch Invest- 
ments, Ltd., to which it sold for 
£60,900 certain investments not essential 
to its main business. This sum was 
satisfied as to £100 in cash and the 
balance by the allotment to the company 
of 608,000 shares of 2s. each in Lyne- 
doch Investments, Ltd. In July, 1950, 
the company passed special resolutions 
converting its stock into shares and re- 
ducing the capital of the company by 


£60,900. This reduction was effected by 
the return of 2s. per share to each 
shareholder, to be satisfied by the 
transfer of one fully paid 2s. share in 
Lynedoch Investments, Ltd. In April, 
1951, the reduction of capital was 
confirmed by the House of Lords, which 
held that in a reduction of capital it is 
competent for a company to pay off 
share capital by transferring to the 
shareholders assets of which the value 
may exceed the amount by which the 
share capital is reduced (see Ex parte 
Westburn Sugar Refineries, Ltd. {1951} 
A.C. 625). 

The company contended that the 
surplus arising on the revaluation of the 
capital assets was not realised, and 
therefore could not be utilised to make 
a distribution by way of dividend or cash 
bonus, and, accordingly, that the 
surplus was not a distributable sum 
within the meaning of Section 31 (5) of 
the Finance Act, 1951. The Crown 
contended that the sum applied in 
reducing the capital of the company 
was the value of the Lynedoch shares 
distributed and that, in capitalising 
£152,250 from its capital reserve 
account, the company had capitalised 
a distributable sum of that amount or, 
in any event, of £119,152 (see below). 
Section 36 (1) of the Finance Act, 1947, 
specifically exempts sums “applied in 
repaying a loan or reducing the share 
capital of the person carrying on the 
trade or business” from being treated as 
a distribution, while Section 31 of the 
Act of 1951 removes from the pro- 
tection of the exemption in Section 36 
(1) sums applied in reducing capital if 
such reduction is either preceded or 
followed by the capitalisation of a sum 
otherwise available to be distributed. 
Both Sections have now been repealed 
by the Finance Act, 1958, Schedule IX, 
Part II. The Special Commissioners 
held that the capitalisation of £152,250 
was made out of a “distributable sum” 
within the meaning of Section 31 (1) of 
the Act of 1951. 

The Lord President (Clyde) said that 
to attract profits tax the sum capitalised 
must be a distributable sum, and Section 
31 (5) defined a distributable sum as a 
sum which could be utilised in making a 
distribution; but what the company had 
capitalised was not a cash sum or even a 
trading receipt, but an increment in the 
value of the fixed assets consequent on 
the revaluation of the plant and 
buildings. It was identified as such in 
the balance sheet and could not have 
been utilised in making a distribution 
within the meaning of Section 31 (5), 
either by dividend or cash payment or in 
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WHAT DOES 40-COLUMN MEAN? 
It means a punched card data 


3 40-CO] UMN 2 al processing system using small 
cards which record data in 40 


at columns—quite sufficient for a 


large number of jobs. 
PUNCHED CARD 


cessing system, see what 40-column 

: a Se machines will do for you. They are 
i more than earning their keep for 

a many thousands of organisations: 

a firms operating with as few as 12 
people to concerns employing over a 


thousand. 


What I°C’T 40-column equipment 
can do for YOU 

It will mechanise your sales and 
purchase accounting, and produce 
your statistical records. Other every- 
day jobs it will tackle tnclude stores 
and stock control, invoicing, payroll, 
hire purchase accounting, expendi- 
ture control and costing. It will help 
you wherever you need accurate 
accounting and statistical informa- 
tion quickly, 

The equipment is readily available; 
it is easy to put in and simple to use, 


I-C’T 40-column equipment 

can grow with your firm 
The basic machines—auto punches, 
sorters and tabulators—may be all 
you want at the moment. But you can 
always add summary, reproducing 
and electronic calculating punches, 
interpolators and interpreters. And 
you can increase card capacity by 
25% without spending a penny more. 

Write to us at I-C-T—now. 


International 
Computers 
and Tabulators 
Limited 
149 Park Lane, London W1 
Telephone: HYDe Park 8080 


I-C:T manufacture 21-, 40-, 80- and 160- 
column punched card machines, as well 
as small and medium-sized computers. 
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As you probably tell your client: 


LIFE ASSURANCE gives him cover for his dependants and tax relief on 
the premiums he pays. 


EQUITY INVESTMENT gives him a measure of protection against inflation 
and a stake in the progress of industry. 


But did you know this? 
British Shareholders Trust, 2 Unit Trust authorized 


by the Board of Trade, now presents an Executive Saving Scheme which combines 
these advantages, enabling him to insure his life for a stake in a balanced portfolio 
of over 89 selected leading British firms and also Government Stocks. 


The scheme provides a special kind of Endowment Assurance policy, not for a 
fixed cash sum, but for a block of units in the B.S.T. Payment is made by an initial 
premium of 25 per cent. of the cost of the units at the outset, and subsequent premiums 
over an agreed number of years (usually not less than twelve). As with a normal 
life assurance policy, the premiums attract the statutory income tax relief, and the 
policy may be drawn up under the Married Women’s Property Act, so as to minimize 
Estate Duty. 


The offer price of the units on I1th July, 1960. was 13s. 104d. to yield £3°39%. This price 
represented an appreciation of 38.75 per cent. over the initial offer price in November, 1958, of 10s. 


For further information, please write to the Managers, PHILIP HILL, HIGGINSON, ERLANGERS LIMITED 
34 Moorgate, London, E.C.2 


DEPOSITS IN THE SOCIETY 
ARE TRUSTEE INVESTMENTS 


Go, 300,000 
300,000 


BUILDING SOCIETY 


MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 


Head Office: WELFORD PLACE, LEICESTER London Office: FITZHERBERT HOUSE, 49 PARK LANE, W.! 


Offices at BIRMINGHAM, BOSTON, BOURNEMOUTH, BRIGHTON, BRISTOL, CARDIFF, COALVILLE, EXETER, HARROW, HINCKLEY, HULL, LEEDS, LINCOLN, LIVERPOOL, 
LOUGHBOROUGH, MANCHESTER, MELTON MOWBRAY, MIDDLESBROUGH, NEWCASTLE, NORTHAMPTON, NORWICH, NOTTINGHAM, PRESTON, SHEFFIFLD 
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kind, since it represented an unrealised 
increment in the value of certain of the 
assets of the company and in no way 
resembled a realised sum of money. It 
was not even a separable part of the 
fixed assets which could have been sold 
for money or money’s worth, and there- 
fore it could not have been utilised in 
making a distribution. 

His Lordship also rejected the con- 
tention of the Crown that, as there were 
ample liquid assets elsewhere available 
in the company to meet the amount 
capitalised and the company could have 
utilised the capita! reserves to facilitate 
the release of these assets without 
encroaching on the share capital, the 
increment in value of the fixed assets 
could be “utilised in making a distri- 
bution.” If Parliament had intended such 
a result the sub-Section would have been 
framed otherwise. Moreover, the con- 
tention of the Crown must fail on the 
ground that it would have been contrary 
to law for the company to have distri- 
buted the sum in question, and his 
Lordship expressed approval of dicta to 
that effect in Palmer’s Company Law, 
twentieth edition, pages 645-6. He 
referred to Lubbock v. British Bank of 
South America [1892] 2 Ch. 198; Verner 
v. General and Commercial Investment 
Trust [1894] 2 Ch. 239; Foster v. New 
Trinidad Lake Asphalt Co., Ltd. [1901] 
1 Ch. 208; and Bolton v. Natal Land and 
Colonisation Co., Ltd. [1892] 2 Ch. 124, 
and said the authorities insisted on the 
distinction between realised accretions 
(which might be distributed) on the one 
hand and unrealised accretions on the 
other. If unrealised as well as realised 
accretions were equally distributable, it 
was difficult to see why any importance 
was attached to realised accretions. It 
had never been held that unrealised 
accretions could be distributed, and it 
would be wrong so to hold. Ammonia 
Soda Co. vy. Chamberlain [1918] 1 Ch. 
266, which came nearest to vouching 
the contention of the Crown, was a 
highly special case dealing not with a 
distribution among shareholders but 
with the writing off of a loss in the 
profit and loss account, where the 
considerations were quite different. 

Lord Carmont and Lord Russell 
concurred but Lord Sorn dissented. He 
agreed that a capital appreciation 
might be divided once it was realised, 
but that it might not be used for the 
payment of dividends while it was only 
a paper appreciation. The alternative 
argument of the Crown, however, was 
that £301,090, the book value of the 
buildings and plant before the revalua- 
tion of 1948, was not the original value 


of the assets in question, but the 
written-down value. Had they not been 
written down, the increase brought 
about by the revaluation would not have 
been so great, and so, to the extent that 
the assets had previously been written 
down, the increase was attributable to 
the previous depreciation. The figure 
brought out by the revaluation of 1948 
and adopted by the company showed 
the previous depreciation to have been 
unnecessary, and the amount of that 
depreciation was thereupon set free to 
be returned, if the company so chose, to 
profit and loss account. His Lordship 
was of opinion that the Crown was well 
founded in its contention that the 
unrequired depreciation was a distri- 
butable sum: Siapley v. Read Bros., 
Ltd. [1924] 2 Ch. 1. The amount of the 
depreciation came to £117,281, and in 
addition there were one or two com- 
ponents of the capital reserve, 
admittedly distributable, which brought 
the distributable portion of the capital 
reserve up to £139,062. The company 
had capitalised £152,250 from a total 
capital reserve of £177,690. A _ pro- 
portionate calculation brought out the 
distributable fraction of the £152,250 at 
£119,152 and, in his Lordship’s opinion, 
that was the distributable sum capi- 
talised by the company which should be 
assessed for profits tax. 

Although Section 31 of the Finance 
Act, 1951, has now been repealed and 
the decision of the Court of Session on 
the particular facts of the case is 
therefore of limited interest, the approval 
of the dicta at pages 645-6 of Palmer’s 
Company Law is of general (if somewhat 
academic) interest, since Ammonia Soda 
Co., Ltd. v. Chamberlain and Stapley v. 
Read Bros., Ltd. have sometimes been 
quoted as authorities for the proposition 
that unrealised accretions to capital are 
distributable. Primarily, however, these 
cases show that there is no objection in 
law to a company bona fide revaluing its 
assets and taking them into the balance 
sheet at the figures shown by such 
revaluation; and that, if the revaluation 
shows an appreciation in value of 
fixed assets over cost or their written- 
down value, sums written off in the past 
out of revenue for depreciation, or in 
elimination of such assets, may be 
written back to revenue account. 


Estate Duty 

Passing of property—Heritable estate— 
Beneficiary—Death of beneficiary—No 
collation (bringing into hotchpot)— 
Whether right to moveable estate vested 
in deceased—lIntestate Moveable Suc- 


cession (Scotland) Act, 1855, Sections 
1, 2—Finance Act, 1894, Sections 1, 
@). 

The facts in Couper’s Trustees y. 
C.1.R. (House of Lords, 1960, 25 Scots 
Law Times, 194) were noted (sub nom. 
Couper’s Testamentary Trustees v. Lord 
Advocate) in our issue of October, 1959 
(page 551). Briefly, the deceased’s 
brother died intestate and unmarried, 
leaving both heritable estate (real 
property) and moveable estate (personal 
property). He was survived by the 
deceased and by two sons and a 
daughter of another sister, E., who had 
predeceased him. The trustees of the 
deceased (the appellants) were assessed 
to estate duty on one-half of the 
heritable estate of the brother, which 
passed on his death to the deceased as 
an heir portioner, but no question arose 
in regard to this assessment. The 
trustees were also assessed to estate 
duty in respect of half the brother’s 
moveable estate but they claimed that 
this assessment was invalid, in that no 
right to any part of the brother’s 
moveable estate had vested in the 
deceased because she had not collated 
(brought into hotchpot) her share in his 
heritable estate. This contention of the 
trustees raised a question as to the 
effect of the Intestate Moveable Suc- 
cession (Scotland) Act, 1855, in relation 
to the Scots doctrine of collation (on 
which see Anstruther v. Anstruther 
[1836] 14 S. 272). The Court of Session 
(First Division) held that the Act of 
1855 had not imposed on the deceased 
an obligation to collate which the 
common law of Scotland would not have 
imposed, and that one-half share of the 
brother’s moveable estate vested in the 
deceased on her brother’s death and 
“passed” under Section | of the Finance 
Act, 1894. 

Viscount Simonds said that under the 
common law the deceased, as sole 
next-of-kin, would have been entitled 
to the whole of the moveable estate, 
since there was no representation in 
moveables at common law; but by 
Section 1 of the Act of 1855 the issue of 
a predeceasing next-of-kin took the 
place of their parent in the moveable 
estate of an intestate. The deceased and 
R., the elder son of E., were heirs 
portioners of the heritable estate and, 
subject only to the question in the case, 
the deceased became entitled to one- 
half, and R. and his brother and sister 
equally between them to the other half, 
of the moveable estate. The contention 
of the appellants that the deceased had 
on right to share in the moveable 
estate of the intestate without first 
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collating the share of the heritable 
estate to which she had succeeded as 
heir portioner was not based upon any 
express provision in the Act of 1855; 
nor could it be, for Section 2 of that 
Act, which alone dealt with the principle 
of collation, admittedly did not apply to 
the present case. But it was said that 
Section 1 of the Act, by enlarging the 
class of persons entitled to share in the 
moveable estate of an intestate, ex- 
tended also the class of persons for 
whose benefit or to whose disadvantage 
the principle of collation must be 
applied. As between E. and the deceased, 
had they both survived their brother, 
there would have been no room for 
collation, since in Anstruther v. An- 
struther the so-called “third rule” was 
thus stated: 

In the case of heirs portioners being 

themselves exclusively next-of-kin there 

cannot be collation; for they are all 

heirs and all executors. 
But it was urged that, E. having died 
and her children having taken her place 
as heirs to part of the moveable estate 
of the intestate, they could require the 
deceased to collate her share of the 
heritable estate as a condition of taking 
a share of the moveable estate. The 
answer to that was that it would be a 
surprising result if a statute which 
purported to put children in the place 
of their predeceasing parent had the 
result of putting them in a more 
advantageous position than that parent. 
The principle of collation rested in 
equity, and to apply it between one 
heir portioner and the representatives of 
another would create obvious inequity. 
It was a perverse assumption that, 
because the principle of collation was 
applicable as between next-of-kin who 
were at common law the heirs to the 
moveable estate, it became by virtue of 
the statute applicable as between all 
heirs to the moveable estate, whether 
next-of-kin or not. 

Lord Reid said that Section 1 of the 
Act of 1855 enacted that the children 
“shall come in the place of” the pre- 
deceasing parent and “shall have the 
right to the share’”’ to which the parent 
“would have been entitled.” It was 
therefore clear that the children brought 
in by Section 1 could have no right 
which their parent would not have had. 
Both Viscount Simonds and Lord Reid 
made it plain, however, that nothing 
said in the case touched the problem 
of whether the principle of collation was 
applicable as between R. and his 
brother and sister, Lord Reid saying it 
was notorious that in some respects the 
Act was badly drafted, that much of it 
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was obscure and that new considerations 
might emerge. The House dismissed the 


appeal. 


Stamp Duty 


Bond, covenant or instrument—Security 
—Executory agreement creating obliga- 
tion—Agreement providing for services 
— Total amount ultimately payable 
ascertainable—Specified sum subject to 
increase or decrease in certain eventua- 
lities—Stamp Act, 1891, Section 1, 
Schedule 1—Television Act, 1954, Sec- 
tion 2. 


The case of Independent Television 
Authority and Another v. C.1.R. (House 
of Lords, 1960, 2 All E.R. 481) was 
noted sub nom. Independent Television 
Authority and Associated-Rediffusion, 
Ltd. v. C.I.R. in our issues of January, 
1959 (pages 31-2), and May, 1959 
(pages 271-2). The House of Lords has 
now affirmed the decision of the Court 
of Appeal which had upheld the 
decision of Wynn-Parry, J. It will be 
helpful in following the judgments of 
the House to re-state the basic facts of 
the case. On May 23, 1955, vy an 
agreement under seal, the first appel- 
lants constituted the second appellants a 
programme contractor for one of the 
first appellants’ television broadcasting 
stations pursuant to the Television Act, 
1954, during a period commencing on 
the date of the agreement and ending 
(unless previously avoided or terminated 
under the terms of the agreement) 
on July 29, 1964. The second appellants 
were to pay the first appellants a fee of 
£495,600 per annum until March 31, 
1958, or on the expiration of two and a 
half years from the commencement of 
broadcasting, whichever was the later, 
and a fee of £536,900 per annum there- 
after. These fees were liable to be 
increased or decreased by reference to 
increases and decreases of five per cent. 
or more in the half-yearly index of 
retail prices published by the Board of 
Trade, but no such increase or decrease 
could take effect in respect of any 
half-yearly period commencing before 
April 1, 1956. The Commissioners of 
Inland Revenue assessed the stamp 
duty payable on the basis of the ad 
valorem duty chargeable under the head 
in the Stamp Act, 1891, Schedule 1: 

Bond, covenant or instrument of any 
kind whatsoever: (i) Being the only or 
principal or primary security for any 
annuity . . . or for any sum or sums of 
money at stated periods . . . for a definite 
and certain period, so that the total 
amount to be ultimately payable can be 
ascertained. 


and they computed the amount on tne 
total of the sums specified as annual 
fees (£495,600 and £536,900) for the 
period November 15, 1955, to July 29, 
1964. The appellants contended (i) that 
the agreement was not liable to ad 
valorem duty at all as not being a 
“security” liable to ad valorem duty 
within the above-mentioned head of 
charge, and (ii) that if, contrary to this 
contention, the agreement was liable for 
ad valorem duty as a security for a 
definite and certain period, it was 
chargeable only in respect of the fee 
payable during the period from Novem- 
ber 15, 1955, to March 31, 1956, that 
being the only period the fee for which 
could be ascertained with certainty at 
the date of the agreement. 

Lord Radcliffe said it was settled law 
that an instrument might constitute a 
security even though it was itself the 
original and only source of the obli- 
gation to pay periodical sums of money 
which was the basis of the ad valorem 
charge of duty. But it was said that the 
agreement in question was funda- 
mentally executory on both sides and, 
being in a sense conditional, could not 
be described as a “security.” It was true 
that the second appellants’ obligation to 
pay the fee formed a promise in exchange 
for the first appellants’ promise to 
broadcast the programmes supplied 
from the station installed and main- 
tained by it for the purpose, so that if 
the first appellants should fail in their 
obligation, the second appellants’ 
obligation to pay the fee would bein 
abeyance. If, however, the recording of 
an enforceable promise for the payment 
of money under seal or in a written 
instrument constituted a “security” for 
the payment of that money under the 
Stamp Act, Lord Radcliffe was unable 
to see why such a document was any the 
less a security for that purpose because 
the promise was contingent or con- 
ditional or dependent for its 
enforceability on the performance of 
some parallel engagement by the 
promisee. The chargeability of an 
agreement of the kind before the House 
had twice been affirmed by the Court of 
Appeal in Jones v. C.1.R. [1895] 
1 Q.B. 484 and National Telephone Co. 
v. C.1.R. [1899] 1 Q.B. 250, and once by 
the House, when the latter case was on 
appeal. 

Dealing with the appellants’ second 
contention his Lordship said it would 
certainly be impossible to tell by 
studying the agreement how much 
money would eventually be paid under 
it before it expired. The appellants 
cencentrated on the variation clause to 
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make good their claim that there could 
be no total ascertainable amount under 
the agreement, but this argument 
misconceived the significance of such 
words as “‘money payable”’ when used in 
the Stamp Act in relation to the stamp- 
ing ad valorem of contracts or other 
instruments. In Underground Electric 
Railways Co. v. C.I.R. [1905] 1 K.B. 174, 
at page 182, Collins, M.R., had said: 


The principle is that the word “debt” 
applies to money payable whether upon 
a contingency or as an absolute and 
unconditional certainty . . . It seems to 
me, therefore, that the words “money 
payable for an indefinite period”’ include 
money which may never become payable 
unless the particular event happens. 


and the same principle was adopted in 
the decision of the case when it later 
reached the House of Lords. It was a 
well-settled principle that money payable 
was ascertained for the purposes of 
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charge without regard to the fact that 
the agreement in question might itself 
contain provisions which would, in 
certain circumstances, prevent its being 
payable at all. If that were so, there was 
at least no better reason for adopting a 
different principle when there were 
found clauses which merely varied the 
amount to be paid according to specified 
contingencies. Nor did it matter for this 
purpose whether the effect of such a 
clause was to make it possible for the 
sum to be increased or to be diminished. 
In County of Durham Electrical Power 
Distribution Co. v. C.I.R. [1909] 2 K.B. 
604 any variation would have been 
downwards; in the Underground Electric 
Railways Co. case the variation might 
have been upwards or downwards. 
What was necessary was that it should 
be possible to ascertain from the 
agreement that there was some specified 
sum agreed on as the subject of payment 


Tax Cases—Advance Notes 


House oF Lorps (Viscount Simonds, 
Lords Reid, Radcliffe, Keith of Avon- 
holme and Denning). 

Abbott v. Philbin (H.M.I.T.). June 21, 
1960. 

Their Lordships (Lords Keith and 
Denning dissenting) allowed this appeal 
from the decision of the Court of 
Appeal (see ACCOUNTANCY for Decem- 
ber, 1959, page 674) and held that the 
taxpayer acquired a perquisite of his 
office or employment taxable under 
Schedule E at the date of acquisition of 
the option to acquire shares and not at 
the date of its exercise. 


House oF Lorps (Viscount Simonds, 
Lords Reid, Cohen, Keith of Avonholm 
and Denning). 

Barclays Bank Ltd. v. C.1.R. June 21, 
1960. 

Their Lordships (Lord Reid dis- 
senting) dismissed this appeal from the 
decision of the Court of Appeal (see 
ACCOUNTANCY for Sextcmber, 1959, 
pages 451 and 484), solding that 
certain shares should be valued on an 
assets basis under the Finance Act, 
1940, Section 55, for estate duty 
‘purposes, as the deceased (Shipside) had 


control of the company at the material 
time. 


CHANCERY Drvision (Pennycuick, J.) 
C.1L.R. ». Harton Coal Co. Ltd. (in 
liquidation). June 3, 1960. 

His Lordship allowed this appeal by 
the Revenue against a decision of the 
Special Commissioners and _ restored 
surtax directions on the company. The 
question for decision was whether the 
company was during the material years 
a subsidiary company within the 
meaning of Section 21 of the Finance 
Act, 1922. (See now Sections 245 and 
256 of the Income Tax Act, 1952.) 

The company carried on a colliery 
business until January 1, 1947, and from 
that date until July 29, 1952, when it 
went into voluntary liquidation, its 
activities were confined to collecting 
interim income and interim payments 
and to paying off debentures. 

The issued capital of the company 
consisted of ““A’’ and “B”’ shares which 
were held as to five-twelfths by another 
group of companies (Schroder), as to 
five-twelfths by another group (Stephen- 
son Clarke), and as to two-twelfths by 
a company (B.1.C.). In addition a 
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which might fairly be called the prima 
facie or basic payment. Even that 
minimum condition might have to be 
restated in relation to certain kinds of 
securities such as guarantees, in which 
the ad valorem charge was calculated 
according to the maximum sum con- 
tingently payable (Underground Electric 
Railways Co. of London, Ltd. & Glyn 
Mills, Currie & Co. v. CLR. [1914] 3 
K.B. 210). Applying these principles to 
the agreement between the first and 
second appellants, the contingency that 
the sums of £495,600 and £536,900 per 
annum might be subject to an increase 
or decrease in certain events did not 
affect the calculation of the proper 
ad valorem duty, notwithstanding the 
words “so that the total amount to be 
ultimately payable can be ascertained” 
in the head of charge. Lord Tucker and 
Lord Morris agreed and Lord Cohen and 
Lord Keith gave supporting judgments. 


particular share carrying voting powers 


~ equal to three times the votes of all 


other shares of both classes (the 
management share) was held in joint 
beneficial ownership by Schroder and 
Stephenson Clarke. Schroder and 
Stephenson Clarke were joint beneficial 
owners of another “B” share with 
ordinary voting rights (shares other than 
the management share carrying one 
vote each). Schroder’s name appeared 
first on the register in both cases. The 
articles of the company provided that 
in the case of joint holders of a share, 
either might vote if present at a meeting 
but that if both holders were present 
only the first-named could vote. 

It was admitted that Schroder was a 
“Section 21 company” and _ that 
Stephenson Clarke was not; the status of 
B.L.C. in this regard was in dispute. 

Pennycuick, J., stated that three 
questions had to be answered: 

(1) Was the control of the company in 
the hands of Stephenson and B.I.C. by 
reason of their beneficial ownership of 
shares in the company? 

(2) Was the company excluded from 
the status of a subsidiary company by 
Section 14 (1) of the Finance Act, 1937 
(now Income Tax Act, 1952, Section 
256 (4), proviso)? 

(3) Was B.1.C. a “Section 21 com- 
pany?” 

His Lordship answered (1) in the 
affirmative and (2) in the affirmative. 
Accordingly he did not express a view 
on (3). 


a] 
ink 
: 
a4 
shes 
j 
| 
| 
| 
3 
| 
| 
at 


416 


The Month 


Bank Rate Again 

Throughout June the stock markets 
have been under either the threat or the 
fact of action to counter inflationary 
tendencies. The period opened with the 
effects of the rather gloomy forecast of 
the London and Cambridge Economic 
Bulletin dominant, and all the early 
developments were of a nature to 
support the fear of action to prevent an 
undue rise of income in relation to 
output. However, it was not until 
the middle of the month that there was 
serious talk of an early rise in Bank Rate 
or a further instalment of special 
deposits. This was followed by the 
Hoover announcement of substantial 
redundance and later by trade figures 
which showed a further widening of the 
adverse balance of visible account. 
Meanwhile, there were announced a 
considerable number of plans to raise 
new capital either at once or in the early 
future, tending to confirm the view that 
interest rates were more likely to rise 
than to fall. By this time the con- 
tinuous decline in fixed interest stocks 
had reached appreciable proportions, 
while there had been a renewed rise in 
industrial Ordinary shares, the latter 
despite reports, as yet not precise, of 
coming cuts in Government expenditure 
on capital account. On the following 
Thursday, June 23, Bank Rate was 
again raised by a full point to six per 
cent. and at the same time the clearing 
banks were told that they must add a 
further one per cent. to their special 
deposits, raising the total to two per 
cent., half the increase to be imple- 
mented by July 20 and the second half 
by August 17. At the same time cuts 
on Government spending for 1961/62 to 
the level of 1960/61 were confirmed, and 
reports of the early retirement of the 
Chancellor became general. The effect 
was a general fall in almost all security 
values except gold mines, which rallied, 
and a boomlet in sterling on the 
exchanges, followed by a rise of a full 
point to £5 13s. 7.4d. in the allotment 
rate on Treasury Bills on Friday and a 
considerable rise in other bill rates. As 
usual, bank rates on deposits and 
advances followed the official minimum 
upwards, very shortly a rise of 4 point in 
the interest payable on tax reserve 
certificates (dealt with on page 410) 
was announced and by July | all the 
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in the City 


banks giving personal loans, except 
Barclays, had raised their rates, the 
first rise on record. The announcement 
brought industrial Ordinary shares down 
to 306.3 and a number of stocks, 
including 34 per cent. War Loan, to new 
lows. The closing days of the month 
brought a rally in equities, especially in 
the capital goods industries, and the last 
day a modest recovery in the Funds. As 
between May 31 and June 30 the indices 
of the Financial Times show the follow- 
ing changes: Government securities 
down from 81.98 to 79.34; fixed 
interest from 91.10 to 88.27; industrial 
Ordinary from 322.2 to 315.4 (310.6 
end-April) and gold mines from 70.0 
to 66.4. The yield margin in favour of 
Old Consols, which had been 1.07 at 
end-April and 1.16 at end-May, was 
1.36 at end-June. 


Lloyd’s Consider Life Business 

The end of last month brought the 
news that the Committee of Lloyd’s was 
considering the formation of a sub- 
sidiary company—the Corporation of 
Lloyd’s would have at least a controlling 
interest—which would be designed to 
conduct the business of life assurance. 
It appears that no decision on the sub- 
ject has yet been reached, but its mere 
consideration is causing considerable 
surprise, since the interest of Lloyd’s 
underwriters in this field has been very 
slight. For the latest year for which 
complete figures are available, 1956, 
premium income of life business was 
a very modest £50,000. A _ further 
point of interest is that the Corporation 
of Lloyd’s itself appears to contemplate 
participation in the company, if it is 
formed, whereas in the past all business 
has been undertaken by the members 
individually. If this idea is developed it 
may have a considerable impact on life 
business in general. 


1.C.F.C. Does Well 

There was a further increase in the 
portfolio of the Industrial and Com- 
mercial Finance Corporation in the year 
to end-March of £2,667,168 to 


£38,365,778, but the total outflow of 
cash was some £6,556,000, of which 
£3,889,000 came from repayments and 
realisations. The former were parti- 
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cularly heavy as a result of takeover 
bids in connection with customers of 
the Corporation. The balance sheet 
reflects the capital rearrangements set 
out on page 409 of our issue of July/ 
August, 1959, and the profit rose almost 
sufficiently to cover the maintenance of 
the dividend at six per cent. on the 
doubled Ordinary capital. The issue of 
£10 million 54 per cent. debentures is 
offset by a fall of £4 million in loans 
from banking shareholders, while a 
further equal amount was, at March 31, 
lent to local authorities. Profit, gross 
and net, and the dividend distribution 
were all records in the history of 
I.C.F.C. While the Corporation may be 
held to have benefited from the recovery 
in activity, it suffered from the greater 
ease of obtaining bank advances, and 
Lord Piercy estimates in his statement 
that some £2 million of business may 
have been lost to the banks. However, 
the rise in Bank Rate to five per cent 
widened the margin between the lending 
rates of the banks and the I.C.F.C., and 
the ensuing restraint has meant that the 
banks are now offering business to the 
Corporation. These factors have in- 
creased in importance since the meeting. 
In these circumstances the un- 
accustomed liquidity reflected in the 
position at end-March is likely to prove 
transient, and a year of greater activity 
may lay ahead, with the possibility of 
an offer to the public not far distant. 
One feature of the past year was an 
improvement in business done in Scot- 
land, where a new Office is being opened 
in Glasgow, while the first Welsh branch 
was opened at Cardiff on June | of this 
year. 


New Issue Market 

There have been several issues of 
importance during June and more 
announced for the future, but the report 
of an early offer of the shares of Richard 
Thomas and Baldwins had, perhaps, 
more effect in this section of the 
market that the actual issues, under- 
standably not numerous in a falling 
market. The Government has now 
virtually agreed to abandon the idea of 
this issue of equity in the last con- 
siderable holding of the Iron & Steel 
Holding and Realisation Agency in 
favour of the sale to the public, at some 
indeterminate future dates, of a large 
part of the debenture and Preference 
holdings of the Agency. These far 
exceed, at least in nominal value, the 
amount of equity capital sold to the 
public, which thus in effect has control 
of most of the steel companies. 
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HENRY BUTCHER & CO 


Auctioneers, Surveyors and Valuers of 


FACTORIES, PLANT AND MACHINERY 


AN INVENTORY OF PLANT AND MACHINERY 
prepared by Henry Butcher & Co. with every item priced is an assurance of a maximum settlement of a claim for 


loss by fire. 


A SCHEDULE OF FACTORY BUILDINGS 


prepared by Henry Butcher & Co. priced on today’s replacement cost is a safeguard against a rebuilding liability in 
the event of loss by fire. 


A VALUATION OF PHYSICAL ASSETS 


as a whole (complete with Inventory of Plant and Schedule of Buildings) by Henry Butcher & Co. is a sure basis on 
which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. 


THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY 


Henry Butcher & Co. are one of the leading Agents in the country specializing in the sale and letting of Manufacturing 
Property and are therefore in a strong position to render first-class service to (a) those firms seeking additional Faciory 
Accommodation; to (6) owners of surplus Factory Space wishing to dispose of same, 


73 CHANCERY LANE, LONDON, WC2 


Telephone: HOLborn 8411 (8 lines). Grams: Penetrancy, Westcent, London. 


Interest 
increased 


I on shares 
9 O from ist July, 1960 
INCOME TAX PAID BY THE SOCIETY 
(this is equivalent to £5 14s. 3d.°% to those who pay 
income tax at the standard rate) 


ASSETS: £18,914,680 RESERVES: £947,338 
Member of the Building Societies Association 


BOROUGH 


BUILDING SOCIETY 
Established 1874 
Branches and Agencies throughout the Country 

Chief Office: 

12 NICHOLAS ST., BURNLEY. Tel: 2145 

H. R. Shoesmith, F.B.S., General Manager 

London Office: 
2 HANOVER STREET, W.1. Tel: REGent 2093 
Manchester Office: 
40 JOHN DALTON STREET. Tel: BLAckfriars 2133 


DEPOSITS IN THIS SOCIETY ARE TRUSTEE INVESTMENTS 


To every young man... 


Maybe you are fit now, but think well ahead... be prepared, 
with Assurance, for any eventuality the future may have 
in store. For wise Assurance it will pay you to have a word 
with a Scottish Mutual representative. For details without 
obligation, write to one of the offices below. 


THE SCOTTISH MUTUAL 


ASSURANCE SOCIETY 
Head Office - 109 St. Vincent Street - Glasgow C2 | London Office - 6 Bell Yard - Law Courts - WC2 
Telephone: City 6321 Telephone: Chancery 9411 
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Neville Sudustrial Securities Ltd. 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with Owners of Companies too small or 
not suitable for flotation with a view to the alleviation of their Sur-tax and Death 
Duty problems. 


For the information of investors a Quarterly List giving particulars of all companies sponsored 
is available on application. 


Neville Bouse, 42-46 Hagley Road, Edgbaston, Birmingham, 16 
Telephone: Edgbaston 5431+ 2-3-4 
Telegrams: Trusnevil Birmingham 


Established 1807 


FULLER, HORSEY, SONS & CASSELL 


INDUSTRIAL AUCTIONEERS AND VALUERS 


@ Plant and machinery valued for balance sheets, amalgamations, 
new issues, estate duty, fire insurances, etc. 


Auctions anywhere in the British Isles. 


Surveyors and valuers of factories, mills, wharves and warehouses. 


Estate agents for all industrial premises. 


All business conducted from the City of London 


10 LLOYD’S AVENUE, LONDON, E.C.3 
Telephone: ROYal 4861 (4 lines) | 
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Points From 
Published Accounts 


Edith Report 
Estate Duties Investment Trust was 
formed with the object of helping share- 
holders in private companies to make 
provision for estate duty. In consequence 
the business operates as a specialised 
investment trust, and unquoted holdings 
in the balance sheet far outweigh the 
quoted investments. The nature of the 
business does not call for an elaborate 
presentation of accounts, but there are 
several interesting features worth noting. 
First, there is the incorporation of the 
profit and loss accounts in the directors’ 
report. In fact the statement of revenue 
is really a substitute for a directors’ 
report, for it is quite devoid of any 
comment on the year’s operations. But 
the statement is sensibly laid out in the 
narrative style, and is easy to follow. 
The chairman’s statement is rather 
more informative than one finds with 
investment trusts, and includes useful 
tables showing the distribution of the 
funds of the trust by size, and an 
analysis of the earning capacity of 85 
companies in which investments are 
held. Thus it is possible to see the 
underlying security in the retained 
profits of these companies. Finally, 
there is a page analysis of the portfolio, 
showing the percentage of total assets 
held in different industries. It is not 
stated whether this classification is based 
on book values or directors’ valuation, 
no doubt because the great bulk of the 
investments is unquoted. Normally, of 
course, such an analysis would be made 
on the basis of stock market valuations. 


Improved Presentation 

The 1959 accounts of Darwins Group 
have been revised “to conform to 
modern ideas,” to quote the chairman. 
Outwardly, there is no difference, the 
opening pages continue to provide a 
pictorial record of some of the develop- 
ments and activities of the group, and 
there are further pages of pictures at the 
end, together with a “where the money 
goes” diagram. But this time the 
consolidated profit and loss account 
comes first, immediately after the 
directors’ report, and is then followed 
by the consolidated and parent balance 
sheets, thus reversing the order of the 


previous year, and making for a much 
more logical arrangement. The profit 
and loss account has been re-cast in 
tabular form, so that it now occupies 
only one page instead of spreading 
over two pages. The balance sheets have 
also been re-cast to show “capital 
employed” on the left-hand side, and 
“‘net assets” on the right-hand. In the 
case of the parent account, this re- 
arrangement has made it possible to 
accommodate all that is necessary on 
one page instead of two as previously. 
Even the appearance of the chairman’s 
statement has been improved with the 
insertion of a few headings to break up 
the type. Altogether, the compilers have 
done a good job, achieving all that they 
set out to do, without in any way 
disturbing the traditional appearance of 
the accounts. 


At Two Extremes 

The 1959 accounts of Mather and Platt 
show that the trading profit of £1,522,972 
includes “Increase on revaluation of 
stock of loose tools, £52,073” and that it 
is struck after writing £40,000 off a loan 
to an oversea subsidiary. These two items 
are amplified in the statement by Mr. 
L. E. Mather, the chairman, as follows: 
“It is the company’s practice to revalue 
its loose tools every five years and the 
revaluation this year has added £52,073 
to the profit for the year. It is also our 
established practice to write off our 
investments in overseas companies and 
this year £40,000 has been so treated.” 

There is food for discussion here, 
although the sums in question are too 
small to have much practical bearing on 
the finances of a business like Mather 
and Platt. Revaluation is generally a 
satisfactory way of treating loose tools, 
but if it throws up a surplus of the 
magnitude shown in these accounts, it 
could be argued with some force that 
the profits of the year in which revalua- 
tion takes place receive an artificial 
boost at the cost of previous years. 

The question of the treatment of 
investments in oversea subsidiaries seems 
to take matters to the other extreme. Is 
it warranted to write off permanent 
investment which could have a con- 
siderable value? That the oversea invest- 


- accounts. Instead, the parent’s interest in 
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ment in this case does have some value 
seems to follow from the chairman’s 
statement that “‘it is particularly gratify- 
ing for me to be able to tell you that our 
subsidiary companies overseas, which 
have been financed largely by the re- 
tention of profits they have made in the 
past, have this year remitted substantial 
dividends home.” 

One question is whether shareholders 
may expect that there will be a revalua- 
tion of the investment in oversea sub- 
sidiaries every five years to repair any 
undervaluation that may result from the 
practice of writing off such investment 
as it is made? Or, alternatively, is the 
treatment of oversea investment more 
specific than the chairman’s statement 
seems to imply? 


Australian Display of Reports 
Australia is particularly progressive 
in the matter of presenting financial 
information, and the Australian Insti- 
tute of Management has done much to 
foster interest in this subject with its 
annual award for excellence in annual 
reporting. Discussing some of the 
highlights from the 77 oversea reports 
submitted for display, Mr. E. S. Owens, 
chairman of the steering committee of 
the Sydney division, points out that: “In 
the competition for capital in the years 
ahead only those enterprises which have 
a good record for faithful and infor- 
mative reporting will gain their full 
share of the limited resources available.” 
There are more pertinent factors likely 
to have a bearing on success in the field 
of new capital-raising, but Mr. Owens 
is right in establishing the importance 
of presenting sound and extensive 
financial information. 

From the list of companies submitting 
reports, Simms Motor and Electronics 
Corporation (specially commended, see 
our issue of April 1960, page 235), Gas 
Purification and Chemical, Taylor 
Woodrow, and Vickers are easily 
identifiable as coming from the United 
Kingdom. 


No Consolidated Accounts 

The Companies Act allows some 
latitude in the presentation of group 
accounts, but it is rarely that one comes 
across a company whose accounts do 
not follow the accepted form of a single 
consolidation of the parent and all the 
subsidiaries. Permutit is one of these 
exceptions. There is no full consoli- 
dation of the subsidiaries in the 
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The Permutit Co. Ltd. 
STATEMENT OF INTERESTS IN SUBSIDIARIES DECEMBER 31, 1959 


1958 THE COMPANY’S INTERESTS IN ITS SUBSIDIARIES, namely 
£242,083 (1958 £304,719), were, at December 31, 1959, represented by 
£ £ net assets of the Subsidiaries as follows— £ £ £ 
Cost Depreciation | FIXED ASSETS— Cost Depreciation 
47,785 2,992 FREEHOLD BUILDINGS ae 64,290 4,416 59,874 
97,348 2,992 113,853 4,416 109,437 
24,219 10,130 Motor VEHICLES, FURNITURE AND EQUIPMENT .. 25,814 10,906 14,908 
121,567 13,122 139,667 15,322 
108,445 124,345 
CURRENT ASSETS— 
STOCK AND WoRK IN PRoGRESS including a proportion of the estimated 
profit on contracts, as valued by the Companies’ Officials and after 
deducting £36,900 (1958 £18,509) received on account of Work in 
292,486 BALANCES WITH BANKERS AND CASH IN HAND .. ah — - 251,554 
445,984 387,209 
Deduct: CURRENT LIABILITIES including taxation and amounts 
70,432 received in advance on contracts 73,202 
375,552 | NET CURRENT ASSETS .. 314,007 
£483,997 £438,352 
REPRESENTING— 
179,278 UNDISTRIBUTED PROFITS .. 196,269 
400,128 417,124 
83,869 NET AMOUNT OWING TO THE PERMUTIT COMPANY LIMITED atts ss 21,228 
£483,997 £438,352 


[This panel is shaded blue in the original—Ed.] 


The net profit of the Subsidiaries for the year ended December 31, 1959, amounted to £16,991 (/958 £61,047) and has been 
arrived at after charging £5,006 (1958 £4,724) for depreciation and providing £5,229 (1958 £42,361) for overseas taxation and no part 
has been included in the Accounts of The Permutit Company Limited (in 1958 a dividend of £20,000 was included). 


Foreign currency items have been converted to Sterling as follows:— 
(1) Fixed Assets at the rates of exchange ruling when acquired. 
(2) Current Assets and Liabilities at the rates of exchange ruling on December 31, 1959. 


[Notes:—{1) Net assets of The Permutit Company Limited were £2,110,861 at December 31, 1959. 
2) Interests in subsidiaries at December 31, 1959, are given in the balance sheet thus: shareholdings, at cost £220,855, plus amounts due from subsidiaries 


1,737, minus amounts due to subsidiaries £509 =£242,083—-Ed., ACCOUNTANCY.] 
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them is appended separately, and the 
profits of the subsidiaries are indicated 
as a footnote. 

It is hard to say where the advantage 
in this method lies. Where subsidiaries 
are fully-owned it would seem to be 
preferable to have a single consolidated 
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Contract and Tort— 
Date for Conversion of Foreign Debt 
into Sterling 

It has long been established that a 
claim for damages for breach of contract 
or for tort in terms of a foreign 
currency must be converted into sterling 
at the rate prevailing at the date of 
breach or tortious act, but until the 
recent decision of the House of Lords 
in In re United Railways of Havana and 
Regla Warehouses Ltd. [1960] 2 W.L.R. 
969, there was some doubt whether the 
same rule applied where the claim 
arose from a failure to pay a debt 
expressed in terms of foreign currency. 
Their Lordships held that the rule was 
the same in each case. They said that 
any rule on this point must be artificial 
and to some extent arbitrary. In other 
systems of law different rules had been 
adopted—for example, that the relevant 
date should be that at which the 
suit was brought; no rule could do 
perfect justice in every case and it 
would be an undesirable refinement if in 
this country one rule on the date of 
conversion should apply to a contract 
for delivery of goods and another to a 
contract for the payment of a debt in 
foreign currency. 


Contract and Tort— 

Deduction from Damages for Disable- 
ment Award 

Under Section 2 (1) of the Law Reform 
(Personal Injuries) Act, 1948, “in an 
action for damages for personal in- 
juries . . . there shall in assessing those 
damages be taken into account, against 
any loss of earnings or profits which has 
accrued or probably will accrue to the 
injured person from the injuries, one 
half of the value of any rights which 
have accrued or probably will accrue to 
him therefrom in respect of industrial 
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account, but if minority interests are 
heavy, there is something to be said for 
having an appended statement which 
shows only the parent’s interest in the 
subsidiaries. 

Apart from this unusual feature, 
Permutit’s accounts are wholly ortho- 


Notes 


benefit, industria! disablement benefit 
or sickness benefit for the five years 
beginning with the time when the cause 
of action accrued.” Judges of first 
instance have disagreed about the effect 
of this sub-Section when the benefit 
takes the form, not of weekly payments, 
but of a disablement gratuity awarded 
as a lump sum within the five-year 
period either for life or for some fixed 
period ending more than five years from 
the date when the cause of action 
accrued. On the one hand it has been 
held that as the gratuity was payable 
within the five-year period one half of 
the whole gratuity must be deducted; 
other judges preferred the view that 
they should take into account only such 
portion of the gratuity as was attribu- 
table to the five-year period. 

In Hultquist vy. Universal Pattern and 
Precision Engineering Co. Ltd. [1960] 
2 W.L.R. 886, the Court of Appeal has 
held that the second view is right and 
that the court must take into account 
one half of such proportion of the 
gratuity as the five-year period (or the 
unexpired period thereof) bears to the 
injured person’s expectation of life, if 
the gratuity is for life, or to any less 
period specified for the duration of the 
gratuity. In the case in question the 
injured man was awarded, soon after 
the accident, a gratuity of £210 for life, 
and his expectation of life was 35 years; 
therefore £30 was the portion of the gra- 
tuity attributable to the five-year period 
and one half of £30 had to be taken 
into account. 


Contract and Tort— 

Greek Bonds 

The long battle of the holders of certain 
Greek bonds has ended in victory in 
the House of Lords in Adams ». 
National Bank of Greece S.A. [1960] 3 
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dox, making sensible use of coloured 
backgrounds for headings and com- 
parative figures. The presentation is 
simple and clear-cut, and four pages of 
illustrations at the end help to provide 
an indication of the sort of installations 
carried out by the business. 


W.L.R. 8. The claim was made against 
the National Bank as the “universal 
successor” under Greek law of another 
bank which had guaranteed the bonds 
both as to principal and as to interest, 
and in the first round the bondholders 
were successful (National Bank of 
Greece and Athens S.A. v. Metliss 
[1958] A.C. 509). However, as soon as a 
decision had been given against the bank 
in the court of first instance, the Greek 
Government passed a further decree 
which under Greek law retrospectively 
relieved the National Bank from suc- 
ceeding to any obligation as principal 
or guarantor under bonds payable in 
gold or foreign currency issued by 
limited liability companies. Fresh ac- 
tions by other bondholders succeeded 
before Diplock, J., but his decision was 
reversed by the Court of Appeal (see 
ACCOUNTANCY, July/August, 1959, page 
419) on the ground that as the bond- 
holders had to rely on Greek law as to 
universal succession, they must accept 
that Greek law could disendow as well 
as endow. The House of Lords restored 
the judgment of Diplock, J., in favour 
of the bondholders on the ground that 
the proper law of the bondholders’ 
contract was English law and that as 
part of that law the universal succession 
created by the first Greek decree 
rendered the National Bank liable upon 
the guarantee of their predecessors; 
once they had become so liable, they 
could not be discharged from liability 
by any subsequent Greek decree such 
as that which had been passed. 


Miscellaneous— 

Maintenance of Child over 21 
In Le Mare v. Le Mare [1960] 2 W.L.R. 
952, Collingwood, J., held that under 
Section 26 of the Matrimonial Causes 
Act, 1950, the High Court now has 
power in divorce proceedings to order 
the payment of maintenance for a child 
beyond the age of 21 years. 

It is unlikely that this power will 
be widely used, but it should be useful 
in some cases, where, for example, the 
child will not have finished his or her 
education by the age of 21. 
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An Accountant’s 
Guide to Recent 
Law 


ACT OF PARLIAMENT 

Payment of Wages Act, 1960. Removing 
certain restrictions imposed by the Truck 
Acts, 1831 to 1940, on payment of wages 
otherwise than in cash. 


STATUTORY INSTRUMENTS 

No. 888. National Insurance (Non-partici- 
pation National Health Service) Regulations. 
Providing that the Minister instead of the 
employer may decide whether persons subject 
to the N.H. Service Superannuation Scheme 
should not participate in the Scheme under 
the Act of 1959. 

No. 929. Ulster and Colonial Savings 
Certificates (Income Tax Exemption) (Amend- 
ment) Regulations. Raising the limit on 
certificates issued on or after August 1, 1956, to 
1,200 units. 

No. 921. National Insurance (Assessment of 
Graduated Contributions) Regulations. Pre- 
scribing the manner in which contributions 
payable are to be calculated, etc. 

No. 922. National Insurance (Collection of 
Graduated Contributions) Regulations. Pro- 
viding for the payment of contributions through 
P.A.Y.E., though the Minister may authorise 
other arrangements. 

No. 954. Birmingham Municipal Bank 
(Amendment) Order. Varying the rate of 
interest. 

No. 969. Ghana (Consequential Provision) 
(Colonial Stock Acts) Order in Council. 
Making modifications in Colonial Stock Acts, 
1877 to 1948, necessary to adapt those Acts to 
the new position of Ghana. 


DECISIONS OF THE COURTS 
Carriage by Air 
Since the service under which clients were 
carried was available only to members of an 
association, even though they had only joined 
for the purpose of the tour, it was not open to 
members of the public as such and the journey 
was therefore not a “scheduled journey”’ under 
the Air Corporations Act, 1949. 
Director of Public Prosecutions v. Milbanke 
Tours Ltd. (2 All E.R. 467.) 
Charity 
Resulting trust for successor of grantor when 
school closed. 
Bankes v. Salisbury Diocesan Council of 
Education Incorporated. (2 W.L.R. 916.) 
Compulsory Purchase 
Compensation not payable where lease had 
expired before any claim was made. 
Holloway v. Dover Corporation. (1 W.L.R. 
604.) 
Conflict of Laws 
Held by House of Lords that an English Court 
cannot give judgment for the payment of an 
amount in foreign currency, and for the 
purpose of litigation in England a debt 
expressed in a foreign currency must be 
converted into sterling with reference to the 
rate of exchange prevailing on the day when 
the debt was payable. 
In re United Railways of Havana and Regia 
Warehouses Ltd. (2 W.L.R. 969). See page 
419. 
Contract 
Clause in deed of gift avoiding gift on failure of 
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school held to impose a continuing obligation 
and to operate whenever the property ceased 
to be used as a school. 
Bankes v. Salisbury Diocesan Council 
(supra). 
Application by Official Receiver to expunge 
proof of debt to bookmakers on the ground 
that it was a gaming debt dismissed. Without 
knowing the facts of the particular case no 
one could say for certain that it was not an 
enforceable debt. 
In re Browne deceased. (T.N. May 31.) 
Corporation Sole 
Power to hold land on trust. 
Bankes v. Salisbury Diocesan Council 
(supra). 
Landlord and Tenant 
Landlords must prove firm and _ settled 
intention to demolish or reconstruct business 
premises under Section 30 of the Act of 1954. 
Wine Shippers (London) Ltd. v. Bath House 
Syndicate Ltd. (1 W.L.R. 613.) 
Option to renew lease exercisable more than 
21 years from the date of the lease held valid. 
In re Strand and Savoy Properties Ltd. (3 
W.L.R. 1.) 
Option of renewing lease held exercised by 
tenants remaining in occupation after expiry 
of original term and paying rent reserved by 
the lease. 
Gardner v. Blaxill (2 All E.R. 457.) 
Rating 
The right to use a wall for advertising was to 
be valued for rating at the rent paid for the 
right and not on the value of an advertising 
sign attached to the wall by the company. 
Imperial Tobacco Co. vy. Pierson. (T.N. 
June 24.) 
Restrictive Practices 
Injunction granted under Section 25 of the Act 
of 1956 restraining defendant from reselling 
cigarettes manufactured by plaintiffs in breach 
of condition as to price. 
Imperial Tobacco. 
June 15.) 
Road Traffic 
Regulation 4 of the Pedestrian Crossing 
Regulations, 1954, imposes an absolute duty 
on the motorist, so that it was immaterial that 
the driver was not negligent. 
Hughes v. Hall. (2 All E.R. 504.) 
Statute Construction 
Property rights not to be taken away without 
compensation unless by clear words of the 
Statute. 
Bankes v. Salisbury Diocesan Council (supra). 
Town and Country Planning 
In considering whether a purchase notice 
under Section 19 (1) of the Act of 1947 should 
be confirmed, the test was whether the land in 
its existing state had become incapable of 
reasonably beneficial use. 
Regina v. Minister of Housing. Ex parte 
Chichester R.D.C. (1 W.L.R. 587.) 
A local planning authority is not "any person 
aggrieved” within Section 23 (5) of the Act of 
1947 and therefore has no right of appeal from 
decision of justices under Section 23 (4). 
Regina v. Dorset Quarter Sessions Appeals 
Committee. Ex parte Weymouth Corporation. 
(3 W.L.R. 66.) 
Fresh evidence on values cannot be adduced 
on appeal by case stated from the Lands 
Tribunal since the appeal is only on law. 
Routh Trustees vy. Central Land Board. (2 
All E.R. 436.) 


Deeming. (T.N. 
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Law Times 
Vol. 229, page 
Options in Leases 


Sealing of a Lease by a ‘Company . = 
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Solicitors’ Journal 

Vol. 104, page 

Remuneration of Servant during Illness 456 
Grant of Underlease Exceeding Head 
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Williams on Executors and Admini- 
strators. 14th Edition by Keeton & 
Scamell. 2 Vols. Pp. ccxliii+1,344. 
(Stevens: 12 guineas net.) 


WILLIAMS on Executors and Admini- 
strators is a work of long standing, the 
first edition having appeared as long 
ago as 1832. It is the foremost book 
dealing with its particular subject 
matter—the only one dealing with it at 
length—and is indispensable to any- 
one whose work involves him 
frequently with this branch of the law. 
An especial responsibility therefore, lies 
on those whose task it is periodically to 
revise the book, a responsibility dis- 
charged with conspicuous success by 
the editors of the fourteenth edition. 

The thirteenth edition was just too 
early for the Intestates’ Estates Act, 
1952, to be considered in the body of 
the text, but it is now treated in the 
appropriate places. This Act is probably 
the most important relating to the sub- 
ject matter of this work passed since the 
previous edition, but the Non-Con- 
tentious Probate Rules, 1954, have also 
necessitated extensive alterations. 

The editors state in the preface that 
they have resisted the strong temptation 
to expand the short chapter on death 
duties. A wise stand, in the reviewer's 
opinion. Any attempt to deal at length: 
with the topic would distort the pattern 
of the book and be an unnecessary 
labour for the most part, since those 
dealing with an estate duty problem 
could always consult one of the standard 
textbooks on the subject. The manner in 


> 


% FOR ARTICLED CLERKS—Courses for the Chartered Accountants’ 


and Association Examinations. Over 30,000 Successes. 


% FOR AUDIT CLERKS—Courses for A.C.C.A. 15,200 Successes. 


% FOR QUALIFIED MEN—I.C.W.A. Courses with concessions: 
and Training for Management. 


% FOR CAREERS IN INDUSTRY—LC.W.A. Courses. 8,600 Successes. 


% FOR JUNIORS—Carefully graduated Courses in Book-keeping, 
Auditing, and all Commercial subjects. Specialised Courses for the Prelims. 


Write to 
THE SCHOOL OF ACCOUNTANCY 
105 Regent House, 105 Regent House, 
6 Norfolk Street, Cun haa 2 West Regent Street, 
London, W.C.2 Glasgow, C.2 


SYs TEMS 


THE REASONS: 
They guarantee accurate records 
Keep payments up to date 
Greatly reduce labour 
“May we demonstrate these practical Systems 
to you, without obligation to purchase? If so, 
please send a Postcard to the Inventors of 


Duplicate Posting Systems; 


ALFRED GILBERT & SONS, LTD. 
Wolverley Works, The Hyde, London, N.W.9.” 


Highly Successful Courses 


Send for 
this book 


FREE 


THE 
SCHOOL OF ACCOUNTANCY 


105 Regent House, 6 Norfolk Street, 
Lendon, WC2 


Please send me post free and 
without obligation a *opy of your 
Gyide to Careers. 


*The Direct Way to Success’ 
Name 


105 


for Hire Purchase A/C$ 
maintain happy relations 
between Hirer and Renter 


a 
xxi 
~ 
| 
4 ‘ 
Address as 
ony ‘al 
if 


MADIC 


Punched Card Tabulating Service 


“All the acknowledged advantages 
of a punched card installation 
without its cost” 


Prompt and accurate production 
of analysis work of every descrip- 
tion 


Analysis of Expenditure, Orders, 
Labour Costs, Production Costs, 
Purchases, Questionnaires, Sales, 
Stocks and Wages : Statistical 
Work : Stock Control : Sales 
Statements : etc., etc., etc. 


All main and ancillary punched 
card operations undertaken for 
punched card users 


Moderate charges. Quotations free 


Write or telephone for more information 
or for brochure 


MADIC LIMITED 


13-15 Sheet Street, Windsor, 
Berkshire 


Windsor 1716 


CHRISTIE & CO. | 


Regional Estate Offices: 


7 BAKER STREET | 
LONDON LONDON w.1 | 
WELBECK 0022 


32 PRINCES STREET 
(PSWICH | IPSWICH 

Tel. 56588 

PALMEIRA MANSIONS | 

HOVE HOVE 

Tel. 38936 

JACEY HOUSE 

THE LANSDOWNE 

BOURNEMOUTH 

Tel. 27247 


ST. STEPHEN’S HOUSE 
CATHERINE STREET 
EXETER 


Tel. 59371 


BUSINESS AGENTS 


BOURNEMOUTH 


EXETER 


Specialists 
in purchases of or loans on 


Reversions, | 


Life Interests, etc. 


at very reasonable 
rates of interest 
Assets: £4,000,000 


The Lancashire 


and Yorkshire 


Reversionary 
Interest Co. Ltd. 


45 Cross St, Manchester 2 StAckfriars 0081 
1 Queen Victoria St, London E.C.4 City 3626 


6 


| 
¥ 
| 
| 
| 
! 


which the editors of Williams have 
treated death duties is to consider the 
matter as affecting personal representa- 
tives, with as much brevity as is 
consistent with clarity and accuracy. 
There are copious references to the 
relevant enactments and cases, so that 
the seeker after knowledge is very soon 
sent on the right road to a more 
detailed consideration of any particular 
legal situation that has arisen. It should 
be pointed out that it is not the editors’ 
fault that the reader’s attention is 
directed to Lord Macnaghten’s now 
discredited remarks in Cowley; the 
responsibility lies with the inevitable 
delay between final revision of the text 
and publication. 

The chapter on “Tax and Duties on 
Legacies” is, in the reviewers’ opinion, 
admirable, but some minor comments 
fall to be made. It is thought that some 
reference to Sections 169 and 170 of the 
Income Tax Act, 1952, should have been 
made at page 838. On page 842 a 
reference to Section 486 of the 1952 
Act, as consolidating the earlier enact- 
ments referred to, would have been 
desirable. 

The reviewer wonders also whether it 
might not be possible in a future edition 
for the editors to grasp a_ rather 
forbidding nettle and deal at greater 
length with Part XIX of the Income 
Tax Act, 1952. The enviable lucidity 
and conciseness of the editors’ ex- 
position of other subjects leads him to 
think that an extended treatment of this 
Part would be helpful to readers. 

The editors are to be praised for the 
way in which they have kept the new 
edition, with all its merits, to much the 
same length as its predecessor. That 
point is most important as the price, 
already high, might otherwise have been 
higher. J.L.M. 


An Accountant’s Working Papers. By 
Frederick A. J. Couldery, A.c.a., 
A.A.C.C.A., A.C.C.S. Pp. 106. (Gee: 18s. 6d. 
net.) 

An Accountant’s Working Papers. By 
L. H. Trimby, F.C.A., M.B.I.M. Pp. xxii+ 
202. (Pitman: 35s. net.) 


HARD ON THE heels of each other comte 
two books with identical titlkes—An 
Accountant’s Working Papers—com- 
peting in a sense to fill a long-standing 
gap on the accountant’s bookshelf. 

The first, by F. A. J. Couldery, A.c.a., 
is an essentially practical book perhaps 
best suited for the medium-sized and 
small firm; it contains a particularly 
useful chapter on appropriate working 
papers for small incomplete record cases. 


ACCOUNTANCY JULY 


Mr. Couldery takes the reader through 
the schedules which should support the 
balance sheet, profit and loss account 
and appropriation account, and pro- 
vides examples of a great many of the 
main ones. He is clearly anxious that the 
book should not be a formal textbook on 
auditing generally, and this has perhaps 
led to some matters being too lightly 
touched on. For example, in a paragraph 
headed “Audit Requirements,” Mr. 
Couldery seems to suggest that all the 
verification that is required of stock and 
work-in-progress is a certificate from the 
management. He presumably considers 
that the remainder of this most impor- 
tant matter is outside the scope of his 
book. Mr. Couldery’s specimen working 
papers are admirable and their high 
standard will no doubt prick the con- 
science of many a reader. They are con- 
cise and informative, though not over- 
burdened with detail. Indeed Mr. 
Couldery criticises strongly those who 
press too much detail into their working 
papers; “‘any inclination of audit clerks 
to be loquacious,” he says, “should al- 
ways be curbed.” This is an altogether 
admirable and practical book, and one 
reader proposes to recommend it be 
made compulsory reading for the staff in 
his own firm. 

The other book is by L. H. Trimby, 
F.c.A. It is twice as long and nearly 
twice as expensive, but the meticulous 
care with which it has been prepared 
commands admiration. The subject is 
approached in a different manner in that 
an imaginary company is provided with 
imaginary accounts, and the author 
takes the reader through the working 
papers that should be created. It is 
perhaps unfortunate that a good deal of 
theoretical detail is packed into this book 
on an essentially practical subject; 
indeed Mr. Trimby might possibly be 
regarded as guilty of contravening Mr. 
Couldery’s rule on loquacity. The author 
quotes the appropriate authorities for 
everything he can; this procedure may 
be suitable for a standard book of 
reference on company law or even such 
law as exists on auditing, but the amount 
of detail crammed into this book tends 
to obscure its practical subject matter. 
The company whose accounts are illus- 
trated is of considerable size (net assets 
£33,841,827) and the working papers are 
therefore of much complexity. This fact 
would seem to limit the field of use to 
which the book may be put, indeed there 
can only be a comparatively small 
number of companies of this size in the 
country. It seems a pity that the author 
did not choose a company of more 
average size and of less complexity, and 
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concentrate on presenting essential 
principles rather than a mass of detail. 
Nevertheless, the author must be con- 
gratulated on the great care and pains 
which he has put into his book. 

P.E.P. 


Pensions for Prosperity. By Arthur 
Seldon. Pp. 48. Hobart Paper 4. 
(Barrie and Rockliff for the Institute of 
Economic Affairs: 3s. 6d. net.) 


THE PRESENT TIME, when businesses are 
trying to decide what their action should 
be with regard to the graduated pension 
scheme due to come into operation on 
April 1, 1961, is well chosen by the 
Institute of Economic Affairs for the 
production of its pamphlet on the whole 
subject of state pensions. The author is 
Mr. Arthur Seldon, Editorial Adviser 
to the Institute, whose earlier pamphlet, 
Pensions in a Free Society, published in 
1957, attracted considerable attention. 
In his foreword, Sir Oscar Hobson 
says that in this paper the author 
“throws down a challenge to all the old- 
fashioned dogmas of Welfare Statism.” 
That is an adequate summary of the 
purpose of the pamphlet: that and the 
desire to promote wide discussion of 
notions which have long been enter- 
tained uncritically. Mr. Seldon, in fact, 
believes that, as a step from dependence 
to independence, the role of the State 
should be diminished and that the new 
Government scheme “‘was conceived in 
fear, composed in haste, adopted in 
ignorance” and had best not be put into 
action. In due course he would go further 
and abolish much that has recently 
been added to the Welfare State, except 
for those relatively few people whose 
need is genuine and likely to be lasting. 
In support of this view he gives much 
information of value on the history of 
both private and State pensions, a full 
account of the probable effect of the 
graduated scheme; its arithmetic from 
the standpoint of the employer who has 
to decide whether, and how far, to 
contract out; and, not least important, 
the effect of the decision on relations 
between the employer and his work- 
people. In conclusion he says that the 
new plan is unnecessary because people 
are increasingly providing for retire- 
ment in their own way—a_ better 
alternative would be to give definite 
encouragement to such provision—and 
is harmful because it discourages all 
forms of saving for retirement, weakens 
individual responsibility, consumes ad- 
ministrative talent already too scarce 
and impedes progress towards inde- 
pendence. F.W.F. 
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Company Law. By H. Goitein, M.com., 
LL.D. Pp. 277. (English Universities Press: 
25s. net.) 


TO MAKE THE book as readable and 
intelligible for the general reader as 
for the advanced student and to keep it 
as short as is consistent with a clear and 
comprehensive statement of the law— 
these, so runs the blurb of this little 
book, are the objects that the author has 
tried to keep before him. Broadly 
speaking he succeeds. 

It is valuable for students to have in 
the back of their mind when studying a 
subject like company law the broad 
purpose of the legislation that forms the 
foundation of the law on the subject. 
Unless the purpose of the legislation is 
understood the detailed provisions will 
often be meaningless—and therefore 
difficult to remember and absorb. The 
Professor of Commercial. Law in the 
University of Birmingham never fails to 
make clear what the Act is trying to do, 
even when he is explaining its more 
complex provisions. His style of writing, 
too, is readable in a way that too few 
textbooks are, so that a general reader 
will enjoy reading the book even though 
he is no lawyer or accountant. Sooner or 
later most businessmen are caught in 
the trammels of the Companies Act and 
many of them would find their problems 
much easier to understand if they had 
read this book. 

The author makes no pretence that 
he has dealt with the more intricate 
matters—of which, manifestly, this 
subject is full—and it would be a mistake 
for a reader to think that when he has 
read all that Professor Goitein puts 
before him he will be an expert. He will, 
however, understand the general prin- 
ciples and as a result should be able to 
tell when he is on dangerous ground 
and when the time has come for him to 
consult the real expert. A book of which 
that can be said is surely an acquisition 
that many busy men should make. 

P.W.M. 


Financial Administration in Local 
Government. By A. H. Marshall. Pp. 
392. (George Allen & Unwin, for the 
Royal Institute of Public Administration: 
32s. net.) 


A WORK BY a recognised authority is 
always received and read with interest. 
Dr. Marshall’s first book, Local 
Authorities: Internal Financial Control, 
was published over twenty years ago— 
like the present work, under the auspices 
of the Institute of Public Administra- 
tion. As the writer himself acknowledges, 
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traces of the earlier book can be 
recognised in the new one, but what is 
now presented is a much more com- 
prehensive and penetrating study. Many 
more years of experience and con- 
templation of the local government 
scene—including sixteen years as City 
Treasurer of Coventry, together with 
continued close association with such 
bodies as the Institute of Municipal 
Treasurers and Accountants (Dr. 
Marshall is a past-President) and the 
Institute of Public Administration, not 
forgetting also commissions to report 
on local government in the Sudan and 
British Guiana—have gone into the 
writing of it. 

The book is written not only for Chief 
Financial Officers and their staffs or for 
students, but equally for the members of 
local authorities and, not least, for 
fellow chief officers and their staffs. The 
dominant note is that financial admini- 
stration is indivisible, running through- 
out the organisation and not only in the 
office of the Chief Financial Officer. 
This thought may not be entirely 
original but it is given new life and 
impetus in the author’s conception of 
“an integrated financial system.”” Thus, 
the chapter on recruitment and training 
of staff in the department of the Chief 
Financial Officer is later supplemented 
by one on “Financial Organisation of 
the Operating Departments,” including 
the position and training, on the 
Coventry pattern, of Finance Officers in 
those departments. 

Machine accounting in the electronic 
age—its difficulties, advantages and im- 
pact on both office and auditor—has a 
chapter to itself. Other chapters deal 
with internal audit, budgetary control, 
purchasing and contracting, and with 
the Chief Financial Officer as financial 
adviser and as accountant. 

To the reader from the outside the 
book should be of special value in 
stimulating interest in the organisational 
problems of local government compared 
with private industry—the role of the 
elected member, the Committee system 
and the special importance of the 
“control” element in the financial 
administration of public authorities 
because of “public accountability.” 

To the elected member and officer it 
offers a concept of financial admini- 
stration not just as a system imposed 
from above, but rather as an exercise in 
which the Chief Financial Officer must 
play a leading role, in which, neverthe- 
less, all must share. 

Idealistic in parts, perhaps. Never- 
theless, the author has a message for 
those prepared to thread their way with 


him through the labyrinth of local 
government financial administration. 
T.R.J. 


Principles of Accounting. By S. W. 
Rowland. Sixth Edition revised by G. A. 
Holmes, F.c.A. Pp. xvi+628. (Donning- 
ton Press and Cassell: 27s. 6d. net.) 


THE FIRST THING that strikes the reader 
of this book is that it is easy to read. 
Open at will, and without difficulty the 
subject being dealt with can be readily 
appreciated. This fact is the more 
remarkable in view of the very wide 
field indeed which the book covers. It 
can confidently be recommended to 
students of accounting. 

In the first chapter two matters, the 
importance of which is not always fully 
realised, are very clearly explained. 
Firstly, the essential difference between 
bookkeeping and accounting is demon- 
strated. Secondly, there is an exposition 
of the fact that profit can be computed 
in two ways—namely, either by a 
comparison of income for a period with 
expenditure of that period, or by com- 
parison of the value of the net assets at 
the beginning of the period with those 
at its end. There follows an orderly 
consideration of the profit and loss 
account and then of the balance sheet, 
and in Chapter IV the essential relation 
between the two is considered. The 
whole constitutes a highly realistic 
approach to the fundamentals of 
accounting. 

Perhaps a word or two of criticism is 
permissible. If the book is intended for 
the student about to enter on a course of 
serious study, as the first sentence of the 
introduction says it is, it may be felt that 
some of the elementary journal entries 
and here and there lengthy simple 
ledger accounts are unnecessary. At the 
same time it may be considered that 
more space could usefully be devoted to, 
for example, the reasons which can be 
advanced in favour of the “vertical” 
form of accounts, including such recent 
innovations as recording an account in 
vertical form on the left-hand of two 
pages—items being as few and simply 
stated as possible—and setting on the 
right-hand page, level with the items 
concerned, such amplification as is 
desirable or required by law. It may also 
be felt that although ratios are men- 
tioned in relation to specific items in 
accounts, more attention could usefully 
be directed to ratios themselves, and 
to the very real uses they have in 
criticising and interpreting accounts. 

The appendices to this book will 
doubtless prove useful not only to 
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students but also, it is suggested, to 
practising accountants. Many will find 
it advantageous to have Appendix I 
available for ready reference since it 
brings together so conveniently all the 
Sections and Schedules of the 
Companies Act relating to accounts and 
audit. 

F.R.D. 


By Road to Tangier and Marrakesh. By 
Robert Bell. Pp. 303. (Alvin Redman: 
18s. net.) 


MR. BELL IS boxing the compass by car. 
First he gave us By Road to Turkey, 
then By Road to Moscow and Yalta. 
Now in veering west and south, to 
Tangier and Marrakesh, he is likely to 
have more motorists in his tyre tracks 
than he had before. He certainly deserves 
a big following, for he scrupulously 
provides the holidaymaker by car with 
every detail, every aid and every 
warning for his journey. As perhaps 
befits an Assistant Secretary of the 
Association of Certified and Corporate 
Accountants, Mr. Bell has very much in 
mind the pocket of the holidaymaker, 
getting him to Marrakesh and back for 
under £50 for a fortnight. 

The booklet is more than a traveller’s 
guide, however. Mr. Bell recounts his 
own “Roadyssey” with such an enthu- 
siasm that a vicarious holiday to and in 
North Africa can be enjoyed, down to 
the last glass of Claudsoleil and both 
on and off the tarmac surfaces, by the 
most chair-bound and least roadworthy 
of our readers. 


Books Received 


Pension Schemes and Retirement Benefits. 
By Gordon A. Hosking. Second edition. 
Pp. xv +466. (Sweet & Maxwell: £2 10s. 0d. 
net.) 

The first edition was reviewed in AC- 
COUNTANCY for March, 1957, on page 142. 
Farm Business Statistics for South-East 
England. By J. D. Sykes. Farm Management 
Survey Report No. IX. Pp. 77. (Department 
of Agricultural Economics, Wye College, 
Ashford, Kent: 2s. 6d. post free). 
Commercial Horticulture in Great Britain: 
its Character and Competitive Strength. By 
R. R. W. Folley. Pp. 77. (Department of 
Agricultural Economics, Wye College, Ash- 
ford, Kent: 7s. 6d. post free.) 

“The Glasgow Herald” Management Note- 
book. By F. de P. Hanika. Pp viii+184. 
(The Glasgow Herald: \5s. net.) 
Business Mergers and Take-Over Bids. By 
Ronald W. Moon, B.LITT., F.c.A. Second 
edition. Pp. 213. (Gee: 25s. net.) 

A review of the first edition appeared in 

ACCOUNTANCY for April, 1959 (page 220). 
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Letters to the Editor 


“Proper Books of Account” 

Sir,—I was interested to read the Profes- 
sional Note in your May issue (page 256) 
on the appeal by a company director 
against his conviction for a breach of 
Section 331 (1) of the Companies Act, 1948, 
and I am wondering whether any of your 
readers have experience of the courts’ 
interpretation of the term “proper books of 
account” as defined in Section 331 (2). 

A colleague of mine is in business as a 
building contractor erecting bungalows and 
houses; his business has expanded very 
rapidly and on the recommendation of his 
accountant he has formed a_ private 
limited company to take over the business, 
he and his wife being the sole directors and 
shareholders. 

Whilst he is undoubtedly a good builder, 
however, he does not understand accounts 
and could not be expected to keep books of 
account. In the past this difficulty has been 
overcome by the accountants insisting that 
all transactions relating to the business be 
passed through the banking account. 

The only income is from sales of bun- 
galows and this passes through the hands of 
the solicitors, who render periodic state- 
ments of account, paying the balances into 
the bank account from which all expenses 
(including sub-contractor’s pay—there are 
no employees) are paid by cheque. There 
are no cash transactions in any form, and 
the solicitors’ statements and the bank 
sheets together form a complete and 
detailed record of the business providing 
all the information specifically mentioned 
in Section 331 (2) of the Act. 

The accountants appear prepared to 
accept this system as being “‘proper books 
of account” in auditing the accounts of the 
company but I am wondering whether, in 
the event of the company being liquidated, 
the Court would accept these records as 
being adequate. 

Yours faithfully, 
M. J. BRIGHT, A.C.A. 
Poole. 


(“Proper books of account”’ are hardly 
being kept if the only “books” are solicitors’ 
statements and bank sheets. In Hearts of 
Oak Assurance Co. v. Flower & Sons [1936] 
Ch. 76, Bennett, J., held that a loose-leaf 
minute book was not a “book” within the 
meaning of Section 120 of the Companies 
Act, 1929, while Section 436 (1) of the 
Companies Act, 1948, provides that 
“any ... book of account required by this 
Act to be kept by a company may be kept 
either by making entries in bound books or 
by recording the matters in question in any 
other manner” (subject to the precautions 
in sub-Section (2)). This Section obviously 
envisages some active bookkeeping by the 
company itself. 


It is necessary to have regard to Section 
147 (as well as Section 331) of the Act of 
1948, and to Articles 123 and 124 of Table 
A, which substantially repeat the obliga- 
tion of Section 147 (1) and (2) but state that 
the directors shall cause proper books of 
account to be kept (see also sub-Section (4) 
of Section 147). Sub-Section (2) provides 
that proper books of account shall not be 
deemed to be kept with respect to the 
matters mentioned in sub-Section (1) if there 
are not kept such books as are necessary to 
give a true and fair view of the state of the 
affairs of the company and to explain its 
transactions. 

lt will be noted that Section 331 differs 
from Section 147 both as regards the books 
and accounts required to be kept and as 
regards the penalties for failure to keep 
them.—Editor, ACCOUNTANCY. |] 


Auditors’ Qualified Reports 
Sir—In the May issue of ACCOUNTANCY 
there is an interesting leading article on the 
above subject. 

The report is to the members of a com- 
pany, who are often said to be apathetic 
about the affairs of their company. The 
small shareholder is denied the oppor- 
tunity to attend the annual general meeting 
because his own duties do not allow him 
time to travel to the meeting during normal 
business hours. 

I agree that auditors should be more 
forthcoming in their qualifications, but 
this leads to yet another weakness in the 
Companies Act, 1948. In my opinion a 
qualified report ought to be investigated by 
the Board of Trade—unless the qualification 
relates to a bona fide difference of opinion 
between the directors and auditors of (say) 
the value appertaining to a figure in the 
accounts, and it is not a material difference. 

I have read the submissions of the 
Institute of Chartered Accountants in 
England and Wales to the Jenkins Com- 
mittee on Company Law reform (published 
in the June issue of ACCOUNTANCY, pages 
337-344). I should have thought that this 
subject should be one of the headings 
requiring alteration in a new Companies 


Act. 
Yours faithfully, 
D. H. DOWCRA, A.C.A., A.A.C.C.A, 
Leeds. 
What Management Requires from the 
Accountant 


Sir,—The admirable article by Mr. C. E. 
Sutton in the June issue of ACCOUNTANCY 
(pages 327-330) must surely be regarded as 
a challenge to the new era to which the 
accountancy profession has not yet fully 
adjusted itself. He clearly demonstrates 
how deficient is the experience of the new 
recruit from the professional office. To cope 
competently with the innumerable pro- 
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blems would seem, in fact, to demand 
almost unlimited practical experience from 
the management accountant. Being such a 
new recruit myself, I find that the realisation 
becomes uncomfortably acute and I would 
raise the following general points. 

Firstly, is the professional office the 
best recruiting centre? Though one might 
gain there a very sound accounting 
training, the preparation of accounting 
information to assist industrial management 
to the detailed extent now required is 
usually totally outside the scope of the 
professional office. One may thus spend five 
years in the professional office, to become 
highly qualified in one sphere of accounting, 
and yet enter industrial management 
accounting as a very raw recruit. 

Undoubtedly one has an_ excellent 
working knowledge with which to conquer 
new techniques, but could not the recruiting 
system have been more efficient? 

Secondly, therefore, would it not be a far 
better thing to have a specific recruiting 
programme? Ideally this would consist of a 
first-class theoretical training integrated 
with practical experience of a high order. 
A workable scheme would probably need 
the full co-operation of the Institute and 
the universities, with industrial support and 
nitiative. 

The problem remains that the true 
management accountant arrives probably 
by accident rather than design, and usually 
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via one of the specialist accounting chan- 
nels. This may or may not produce a good 
management accountant. I should like to 
think that this key position in industry 
could be filled more safely and more 
efficiently. 
Yours faithfully, 

R. G. DICKINSON, B.COMM., A.C.A. 

Mansfield, Notts. 


Life Assurance Relief and Wife’s Earned 
Income 
Sir,—I feel I must take issue with you over 
the note on page 354 of ACCOUNTANCY for 
June, in which you seem to acquiesce in a 
Revenue viewpoint which, however equi- 
table or logical, appears to be incorrect. 
Shortly before the publication of your 
earlier article (ACCOUNTANCY, November, 
1959), I had a dispute with H.M. Inspector 
of Taxes on this very point. I wrote: ‘“‘As 
this is a case where life assurance relief is 
based on one-sixth of the total income, so 
much thereof as arises solely by reason of 
the wife’s earned income is _ properly 
deductible therefrom,” to which the 
Inspector replied: “the total of the ad- 
missible life assurance relief is correctly 
allowable against the husband’s income by 
virtue of Section 219 and no allowance can 
be made against the wife’s income.” 
Publication at this point of your 
November article was a godsend and, 
fortified by that and a quotation from 


Readers’ Points and Queries 


Savings Bank Interest and Child 
Allowance 

Reader’s Query.—A, aged 12, has 
investment income of £99 and Post 
Office interest of £10. As the latter under 
Section 9 of the Finance Act, 1956, is to 
be disregarded for all purposes of the 
Income Tax Acts other than surtax, 
can A’s father claim child allowance 
(a) for income tax (5) for surtax? 


Reply.—Section 14 of the Finance 
Act, 1957, says that for the purpose of 
charging surtax there shall be deducted 
from the total income of an individual the 
amount of tax which at the standard 
rate for that year is equal to the de- 
ductions which he is entitled to be allowed 
for that year free from tax other than 


surtax. It appears, therefore, that so long 
as the relief is given for income tax 
purposes—as it would be in the case in 
point—it is automatically given for 
surtax purposes as well. 


Arrears of Pension from Abroad 

Reader’s Query.—In ACCOUNTANCY 
for January, 1958 (page 33), there was 
published a query from us on the 
liability to tax of a pension from the 
Federal German Government, received 
in this country by a refugee from Nazi 
Germany. In accordance with the reply 
then given, we have agreed in principle 
with the Inspector of Taxes that the 
pension does attract tax. 

We now have a similar case with 


Spicer & Pegler’s Income Tax, 23rd Edition, 
Chapter II, page 24, I pursued my argument. 
“Victory”’ was conceded by H.M. Inspector 
of Taxes only ‘‘as a matter of expediency... 
not to be taken as a precedent or as 
indicating . . . agreement...” 

Whether he agreed or not, his position 
was untenable: had there been no earned 
income of the wife in my particular case, 
the life assurance relief would have been 
less. Therefore, “‘so much of any amount 
which falls to be deducted under any of the 
provisions of this Act as could not have been 
deducted but for the existence of the earned 
income of the wife’’ describes exactly the 
additional relief which the wife’s earned 
income attracted. 

Yours faithfully, 
B. E. FOSTER, A.C.A. 
Bury St. Edmunds. 


[The Revenue takes its stand under 
sub-paragraph (6) of Section 220 (5) and 
not under sub-paragraph (a). It will be 
noted that the phrase is ‘‘could not have 
been taken into account.’’ We sympathise 
with our reader because we were originally 
of the same opinion that he holds. We 
would not say categorically that his 
interpretation would fail to be upheld in 
the courts, but since it is very rarely in 
favour of the taxpayer to adopt that 
interpretation, nobody is likely to go to 
litigation on it.—Editor, ACCOUNTANCY.] 


another client. However, in this case, the 
client is receiving the pension for loss of 
earnings due to disability caused by 
injuries in the hands of the Nazis. May 
we have your opinion whether these 
payments are taxable? 

As, in the first case, the assessments 
are on the basis of foreign remittance, 
would a liability to United Kingdom 
tax still arise if no remittances were made 
to this country? 


Reply.—The position of both pen- 
sioners seems to be as described in the 
earlier reply; the amounts would appear 
to be taxable provided they are remitted 
to this country. 


Payments for Right to Build 

Reader’s Query.—Two separate com- 
panies are formed, each completely 
independent of the other and not under 
common control. Company A is a build- 
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ing company and company B an invest- 
ment company. 

Company B enters into an agreement 
with company A whereby company A is 
granted the right to build houses upon 
land owned by company B. The con- 
sideration for this right is the payment 
by company A to company B of a pre- 
determined price per plot of land. 

The investment company neither sells 


Notices 


The Accountants’ Christian Fellowship 
will hold its monthly meeting for Bible 
reading and prayer at 6 p.m. on Monday, 
August 8, in the vestry of St. Mary Wool- 
noth Church, London, E.C.3. The scripture 
for reading and thought will be 1 John, 
chapter 3, verses 20 to 24 (belief in Jesus 
Christ a commandment of God). 


A series of specialised one-day seminars was 
recently organised by International Com- 
puters and Tabulators Ltd. to familiarise 
higher executives with the functioning and 
uses of the new I.C.T. Type 1301 electronic 
digital computer, which is a joint product 
of I.C.T. and the General Electric Co., 
Ltd. Four of these meetings were attended 
by members of the insurance business in 
London, Manchester and Edinburgh, who 
saw demonstrations of a model suitable for 
use with all branches of their business 
except marine insurance. At a _ similar 
meeting in Sheffield a team of specialists 
gave introductory talks dealing with the 
problems of the steel industry and took a 
leading part in the subsequent discussions. 


The new spare parts depot of the Ford Motor 
Company, first opened four years ago at 
Aveley in Essex, is to provide a world-wide 
supply of spares and after-sales service for 
Ford owners, which it is claimed is second 
to none. The number of different parts 
stocked has risen in that period from 35,000 
to 46,000 and daily shipments are now given 
as 160 tons. The electronic computer equip- 
ment to deal with this flow has been rein- 
forced by the installation of a LEO Mark II, 
which is to handle over five million order 
items per annum, preparing despatch and 
invoice documents, recording all customers’ 
demands and producing sales statistics. It is 
also to provide a stock control system in- 
cluding a daily up-to-date record of stock 
for each of the 46,000 items. There is an- 
other LEO computer to handle the payroll 
for 30,000 employees and it is expected that 
a third will be delivered later this year. 
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nor leases the land to the building com- 
pany. It creates ground rents which form 
its only income from the land. It retains 
an interest in each plot of land after 
selling the right to build and, under the 
arrangement with the building company, 
creates ground rents with the purchasers 
of the houses built. These ground rents 
form its only income from the land. 
While the payments for the right to 


Those who may be contemplating setting 
up business in Brazil will be pleased to 
learn that a new edition is now available of 
the Memorandum on the Setting up of a 
Corporate Organisation in Brazil by a 
United Kingdom Registered Company 
which was first published by the Brazilian 
Chamber of Commerce and Economic 
Affairs in Great Britain. The revised edition 
is sponsored by the Bank of London and 
South America and has been compiled by 
Mr. J. S. Carolin, M.B.£., F.c.A., Dr. J. M. 
Pinheiro Neto, advogado, and Mr. T. 
Gordon Buckeridge, solicitor. It deals with 
the alternative means of tackling such a 
venture and provides a great deal of valu- 
able information on such points as taxation, 
form of accounts, exchange control, per- 
sonnel and management, and the appoint- 
ment of auditors. 


A versatile new accounting machine has 
been added to the range available from the 
National Cash Register Company. This 
Class 34 machine has 17 registers and is 
particularly useful when a large number of 
totals is required. All registers both add and 
subtract. Most functions are controlled by 
a programme bar which can be changed in a 
few seconds. There is automatic control of 
printing of dates and serial numbers, skip 
and reverse tabulation and other functions. 
There is a reverse key which allows a 
posting error—on all registers affected—to 
be corrected instantaneously. The machine 
can handle all bookkeeping and accounting 
jobs. 


There was announced last month the forma- 
tion of a new Anglo-American concern, 
L.C.E. Ltd., in which Joseph Lucas Indus- 
tries Ltd. and Collins Radio Company of 
America have and are to retain equal shares. 
The immediate object is the manufacture of 
the extensive range of Collins radio equip- 
ment in this country, but the company is free 
to make and sell what it will. Negotiations 
are proceeding for a factory in N.W. 
London, which is expected to be in pro- 
duction by September. The choice of site 
in an area already over-full according 
to official views is largely dictated by the 
need for proximity to other Lucas organ- 
isations. Much of the equipment is designed 


425 


build on the land may be an allowable 
expense of company A for taxation 
purposes, are they taxable in the hands 
of the recipient company? 


Reply.—On the facts stated, # is our 
opinion that the investment company is 
exploiting the land and would be likely to 
be held to be carrying on an adventure in 
the nature of trade. 


for the use of the military and by aircraft, 
but it is claimed that, inter alia, the Kineplex 
high-speed data transmission system—a 
flexible system of high capacity for trans- 
mission of binary information by landline, 
microwave and tropospheric scatter media 
—would if generally adopted save very 
large sums for Government services, 
industry commerce. 


The National Cash Register Company, 
Ltd., claims that low cost and proved 
reliability have made its National-Elliott 803 
the first British computer to break into the 
American market. The computing unit 
measures only 5 ft. 6 in. by 1 ft. 4 in. by 
4 ft. 8 in., and the magnetic file unit 
2 ft. 3 in. by 2 ft. by 4 ft. 8 in. Having no 
need of special ventilation or air condition- 
ing, the computer is easy to instal and 
maintain, and with its flexible programming 
it is much more versatile than the plugboard- 
controlled electronic calculators. 


ACCOUNTANC Y— 
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Articled clerks of the Institute of 
Chartered Accountants in 
England and Wales may receive 
ACCOUNTANCY for 15s. a year, 
postage included, instead of the 
normal subscription of twice 
that amount. Articled clerks and 
(during qualifying service) other 
students of the Society are also 
entitled to subscribe at the 
rate. 
Those eligible are invited to 
subscribe for one year as from 
any issue. A form of application 
is given on page iii at the front 
of this issue. 
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The Student’s Columns 


PENSIONS FOR THE SELF-EMPLOYED 


AFTER 1939 AND prior to 1956/57 it was difficult for 
self-employed persons to make provision for their 
retirement, owing to the high rates of taxation. Under 
the provisions of Part III and the 3rd Schedule to the 
Finance Act, 1956, relief from income tax and surtax 
can now be obtained for qualifying premiums paid out of 
relevant earnings. 

A “qualifying premium” is a premium or other 
consideration under an annuity contract approved by 
the Commissioners of Inland Revenue (C.I.R.) as having 
as its main object the provision for the individual of a 
life annuity in old age. 

“Relevant earnings” are any income chargeable to tax 
for the year of assessment in question, being any of: 

(a) remuneration of any employment which is not from a 
pensionable office; or 

(5) income from any property which forms part of the 
emoluments of the office; or 

(c) income chargeable under Schedule B or Schedule D 
and immediately derived from the taxpayer’s trade, profession 
or vocation either as a partner or as an individual; or 

(d) patent rights from his own invention. 

If the individual was born after 1915, the maximum 
amount which may be paid as a premium and be 
allowable is £750 or one-tenth of the net relevant 
earnings for the year, whichever is the smaller amount. If 
the individual was born in or before 1915, the figures of 
£750 and one-tenth are increased as follows: 


Year of birth Sum Percentage 
1914 or 1915 £825 11 per cent. 
1912 or 1913 900 12 per cent. 
1910 or 1911 975 13 per cent. 
1908 or 1909 1,050 14 per cent. 
1907 or any earlier year 1,125 15 per cent. 


“‘Net relevant earnings” are relevant earnings, includ- 

ing balancing charges, less: 

(i) any payments made which are deductible when 
including the earnings in total income; 

(ii) any losses on which relief has not been given (but 
excluding losses incurred prior to the basis year for 
1956/57); 

(iii) capital allowances for 1956/57 and subsequent years. 

If payments under (i) can be deducted from other income or 

relevant earnings, they may be deducted from the other 
income first. 


Illustrations 
All illustrations relate to the tax year 1959/60 for an 


individual born in 1920. 


Illustration 1 
£ £ 
Schedule D Case I assessment. . sas 1,600 
Less: Capital allowances (1959/60). . 300 
1,300 
Dividends from United Kingdom 

1,550 

Less: National Insurance (N.I.).. 20 

Covenant to widowed mother 200 
—— 220 
1,330 


Maximum allowable premium 10 per cent. of £1,300=£130. 
Note: As the other income exceeds the two deductions which 
may be set off against either relevant earnings or other income, 
there is no restriction. 


Illustration 2 
£ £ 

Schedule D Case I fe 1,600 
Less: Capital Allowances 200 
1,400 
Dividends 100 
1,500 

Less N.I. 20 

Covenant 200 
220 
1,280 


Maximum allowable premium 10 per cent. of £1,280=£128. 
Note: As the two deductions exceed the other income by £120, 
the latter amount must be deducted from relevant earnings, 
causing a restriction in the relief. 

If losses or capital allowances, which arise from 
relevant earnings, are set against other income, the 
amount set against the other income must be carried 
forward, for this purpose only, and set against future 
relevant earnings until used up. 


Illustration 3 
For 1957/58, 1958/59 and 1959/60, Mr. Paulson’s income was 
as follows: 
1957/58 1958/59 1959/60 
£ £ £ 
Schedule D, Case I assessment prior 


to deducting capital allowances . 2,820 nil 2,060 
Capital allowances ‘ 300 200 110 
Dividend income 400 600 700 


ul 
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In 1957/58 Mr. Paulson made a trading loss of £3,100, for 
which he claimed relief under Section 341, Income Tax Act, 1952. 
The amounts on which premium relief could be calculated are: 


1957/58 1958/59 1959/60 
£ 


£ £ 
Schedule D, Case I 2,820 2,060 
Less: Capital Allowances 300 — 310 
2,520 1,750 
Dividends 400 600 700 
2,920 
Less: Section 341 claim 2,920 180 
Taxable income 420 2,450 


In 1957/58 and 1958/59, there is no sum against which relief 
can be claimed. In 1959/60 the maximum amount for which 
relief can be claimed is: 


£ £ 
Income as above 1,750 
Less: Proportion of Section 341 
claim set against other income 
1957/58 400 
1958/59 180 
— 580 
1,170 
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10 per cent. thereof 


Relevant earnings do not include remuneration of a 
controlling director of an investment company. A 
controlling director is a person who is the beneficial 
owner of or able to control over five per cent. of the 
Ordinary share capital of the company. 

Ordinary share capital is all issued share capital of the 
company other than capital the holders whereof have a 
right to a dividend at a fixed rate or a rate fluctuating in 
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accordance with the standard rate of income tax, but 
have no other right to share in the profits of the company. 

A wife’s earnings are not treated as her husband’s for 
this purpose. 


Illustration 4 

In 1959/60, the assessment in respect of Mr. Jackson’s green- 
grocery business was £1,000. The assessment in respect of his 
wife’s hairdressing business was £860. He consults you on the 
maximum amount which he can expend and on which he can 
obtain relief. National Insurance deductions are: husband £20, 
wife £13. His wife does not intend to make any payment under 
the provisions of the 1956 Finance Act. The maximum payment 
is 10 per cent. of £1,000. 


For 1959/60 and subsequent years, to be allowable 
the qualifying premium must be paid in the year of 
assessment or after the end of that year and within six 
months of the assessment becoming final. 

Detailed provisions are included in the Finance Act, 
1956, covering the conditions which must be satisfied 
before the C.I.R. can approve an annuity contract. 
These conditions include the provisos that the contract 
shall provide only an annuity to the individual or his or 
her widow or widower, or any dependant; that the 
payment to the widow, etc., shall not be of a greater 
annual amount than that paid to the individual; that the 
annuity shall be for life of the annuitant or his widow, 
etc.; and that the annuity will not start earlier than sixty 
or later than seventy (there are certain exceptions to this 
latter proviso). The life assurance office dealing with the 
contract will see that the contract is one which will be 
approved. The accountant should check, so far as it is 
possible to do so, that his client is not paying an amount 
in excess of what is allowable. 


CONTRACT ACCOUNTS—I 


THE OBJECTIVES OF costing are the same wherever applied. 
The first objective is to relate expenditure to the products 
made or the services supplied so as to calculate the costs 
of the products or services. The second objective—one 
that has developed out of the first because selling prices 
do not always cover costs incurred and yield a profit—is 
to show how and where costs can be reduced or at least 
kept at a reasonable level. Today, it might be said that 
the second objective, the controlling of costs, is more 
important than the first, their ascertainment; but control 
cannot be exercised without the costs being first ascer- 
tained. 

The costs to be ascertained are those of a unit of 
product or service—a unit in terms of, for example, 
number, weight or volume. The cost unit of a transport 
undertaking may be the passenger carried; that of a 
library, 1,000 of the population; that of a brick works, 
1,000 bricks. The choice of unit depends upon (a) which 


unit most accurately reflects the incidence of the costs; 
and (b) the availability of the information for costing 
purposes. If large-scale contracts are being carried out, 
probably each at a different site, both (a) and (4) usually 
determine that the unit should be the contract: we then 
have “contract costing.” In this article, and in the con- 
cluding one to follow, we consider only the ascertainment 
of the costs on contracts, leaving aside the second 
objective mentioned above. 

A contract ledger is kept to house separate accounts 
for each contract, the purpose being to disclose the 
result of each. The ledger account is suitably ruled with 
separate columns to provide for the different types of 
expenditure, and other information such as contract 
price and date of completion is noted. Materials used are 
charged to the contract, whether purchased specially or 
whether issued from the main stores as and when 
required. The stores account is correspondingly credited, 
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the individual accounts being posted from the stores 
issued book or the materials requisitions. Materials 
returned or transferred should be clearly controlled and 
if surplus materials are sold at the site, the proceeds 
are credited to the appropriate contract account. Labour 
actually engaged on the site is charged directly to the 
contract irrespective of the type of work performed 
(unlike factory labour, which must often be treated as an 
indirect charge owing to its employment in many 
different directions). 

Plant used may be charged at cost (or, if old, at 
written-down value) directly to the contract and at the 
end of the period of use it should be revalued or sold, 
the corresponding credit being made in the contract 
account, so that in effect the depreciation of the plant is 
treated as a charge. If the contract period extends over 
more than one financial year, the plant must be revalued 
at each year-end and the depreciated value credited to 
the contract account carried down to the next period. 
Once again, the depreciation arising through the differ- 
ences in value at the beginning and end of the period 
will be charged against the contract. Sometimes, instead 
of applying the procedure just described, a periodical 
charge for the use of the plant is made. An hourly or 
daily rate is calculated and each contract charged accor- 
dingly; this rate is calculated by reference to the estimated 
working life, the cost and the residual value; regard is 
also had to the estimated cost of maintenance and repair 
and, where appropriate, carriage and cartage. If outside 
contractors are engaged to carry out work of a specialised 
nature, the cost is a direct charge to the contract. 

Insofar as other expenditure is incurred, most is 
charged directly to the contract. There will be certain 
charges which cannot be so treated and they must be 
allocated to the various contracts on appropriate bases— 
such as a percentage of the value of materials used, of 
the wages paid, or of prime cost—but as the sums 
involved are probably small, the results should not be 
unsatisfactory. But more accurate charging is called for 
if the contracts are large—one method is to take the 
hourly rate established by dividing the total hours worked 
on all contracts by the total expenditure incurred; 
alternatively, the charge could be based on the proportion 
of the total expenditure incurred upon each contract 
during the period for which the charge for overheads is 
made. 

The contractor is often paid in instalments certified 
by the architect or surveyor. Usually only a percentage 
of the cost of work certified as finished is received by the 
contractor at the time, “retention money” being kept 
back until after completion so as to cover such possi- 
bilities as faulty work or late execution of the whole 
contract. For balance sheet purposes, the total expendi- 
ture on the contract to date, including profit on the 
uncompleted contract, is shown as an asset, cash received 
on account being deducted therefrom and the net balance 
extended. The person or business placing the contract 
has “an equity” in the amount of it that has been paid 
for, and, in essence, the balance of work-in-progress 
unpaid is the true asset of the contractor. 
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The final matter of interest concerns the profit, if any, 
to be taken into account each year during the con- 
tinuance of the contract. The most conservative method 
would be to ignore such profit until the termination of 
the contract, when the accurate amount can be 
ascertained. But if this practice is adopted, the profits 
will be erratic, particularly if the contractor has a small 
business with a few contracts in hand—there will be 
small or no profits in some years and high profits in 
others. Among other things dividend policy will be 
affected. It is generally best, then, to bring into account 
a reasonable proportion of the profit calculated to have 
been made to the date of the balance sheet. The cal- 
culation should be governed by three considerations, 
namely: 

(a) No profit is to be brought into account unless the 
contract is in a reasonably advanced degree of execution. 
If the work so far performed is a small proportion of 
the whole, the forecast of future costs will be based on 
too precarious a foundation; 

(6) Profit can be brought into account only in relation 
to work certified by the surveyor, uncertified work being 
valued at cost only; 

(c) The possibility of penalties, contingencies and future 
increases in costs must be borne in mind. 

Thus ‘he profit to date is arrived at by ascertaining the 
difference between (i) the value of work certified and 
(ii) its cost, (ii) being the difference between total expen- 
diture and the cost of the work not yet certified. The 
profit so arrived at should be reduced, say by one third, 
so as to provide against possible future losses; frequently 
such a provision is reinforced by bringing into account 
only such proportion of the estimated profit as has been 
received in cash. In this way, the danger of paying out 
cash as dividends or proprietors’ drawings, in advance of 
the receipt of sufficient cash from the debtors or by 
settlement of retention moneys, is obviated, and financial 
embarrassment to the business is avoided. If a loss is 
disclosed to date, the whole amount thereof should be 
brought into account; similarly with anticipated losses. 
It may well be that a contract is very near completion, 
and in that event the expenditure required to complete 
it may be closely estimated; if this can be done, it should 
be comparatively easy to estimate the total expenditure 
on the whole contract, and this figure deducted from the 
contract price will give the estimated profit on comple- 
tion. In the interests of caution, only a proportion of 
the estimated profit will, however, be brought into 
account—this proportion may be based on the value of 
the work certified compared with the contract price or 
the cost of the work completed compared with the 
estimated total cost. A further cautionary step would 
be to reduce the resultant profit in terms of the amounts 
received in cash by the contractor. It is essential to follow 
a consistent basis of ascertainment each year in order 
to avoid distorting the trend of profits. 

In the concluding article we shall consider an exami- 
nation question on contract accounts. 


[To be concluded. | 


Experience teaches BUT ITS LESSONS ARE OFTEN COSTLY 


THE EXPERIENCE OF 30 YEARS IN DEALING WITH 


ACCOUNTANTS’ LIABILITY TO CLIENTS 


By F. B. REYNOLDS, F.C.I.B. 


CAN BE OBTAINED BY PRACTISING ACCOUNTANTS FREE OF CHARGE ON 
APPLICATION TO 


MUIR BEDDALL & CO., LTD. 
SPECIALISTS IN INDEMNITY INSURANCE 
37 GRACECHURCH STREET, LONDON, E.C.3 
Telephone: MANsion House 3414 (23 lines) 
AND AT 


MANCHESTER, PARIS, MONTREAL, LUSAKA (N. RHODESIA 
SALISBURY AND BULAWAYO (S. RHODESIA 


If you are not insured please state number of principals and staff and 
we will advise the cost of protection 


E. IRVINE HALLAS., F.C.A. . . . this classic work”—Solicitors Journal. 
¥ A NEW EDITION OF 


91 HARBOUR RD., WIBSEY, BRADFORD ALPE 


INSTITUTE AND SOCIETY EXAMS. on the 

LAW OF STAMP DUTIES 
Expert postal and oral tuition, based on 30 years’ Twenty-fifth Edition 
experience in preparing candidates for these Exams. by 

Painstaking criticism and marking of work and PETER E. WHITWORTH, B.a. 


prompt return of all papers is guaranteed. Moderate ‘ddl ‘ > 
Fees. Tuition adapted to meet precise personal needs of the Mi ee and Lincoln's Inn 


of each candidate. Copies of over 900 signed letters JAMES MACKENZIE, ™.B.£ 
lately of the Office of the Controller of Stamps, 
Inland Revenue. 


@© Revised and Enlarged 
@® Designed for Rapid Reference 


“ .,.an essential book of reference for all who may 


INCOME TAX OR SALE need guidance on the involved subject of stamp 


duties” —T7he Accountant. 


oe 63s. net. By post 65s. 
Further particulars from Published by 
ORRIDGE & CO Established 1846 JORDAN & SONS LIMITED 
184 STRAND, LONDON, WC2 Company Registration Agents, Printers and 
Telephone: TEMple Bar 9212/3-6340 Publishers 
- 116 CHANCERY LANE, LONDON, W.C.2 
Branches in: Liverpool, Sheffield, Birmingham, Southampton and Swansea 
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Classified Advertisements 


Advertisements under “*Appointments Vacant”, “Practices & Partnerships’, “Appointment Required”, “‘Articled 
Clerks” —eightpence per word. Under “‘Official Notices’’, “Miscellaneous” and other headings—one shilling per 
word. Box numbers—five shillings extra (including the five words in the advertisement). Semi-displayed panels—£4 
per column inch. All terms prepaid. Replies to Box Number advertisements should be addressed Box No... . clo 
ACCOUNTANCY, Moorgate Place, London, E.C.2, unless otherwise stated. It is requested that the Box Number be 
also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS REGISTER OF THE INSTITUTE 
OF CHARTERED ACCOUNTANTS INENGLAND 
AND WALES 


Employers who have vacancies for members on their 
staffs and also members seeking new appointments are 
invited to make use of the facilities provided by the 
Institute’s Appointments Register. No fees are payable. 
All enquiries should be addressed to the Appointments 
Officer, Moorgate Place, London, E.C.2. Tel. Moorgate 


APPOINTMENTS VACANT 


GOVERNMENT OF TANGANYIKA 
CO-OPERATIVE DEVELOPMENT 
DEPARTMENT 

The Government of Tanganyika uire the ser- 
vices of a professionally qualified ACCOUNTANT 
for appointment as a CO-OPERATIVE OFFICER 
to teach departmental staff who have special accoun- 
tancy aptitude; to supervise and to audit the accounts 
of Co-operative Societies, including the internal audits 
of Co-operative secondary societies and processing 
factories and to discharge the normal duties of a 
Co-operative Officer, if and when required. 

Terms of Appointment: On contract for one tour 
(30-36 months) in the first instance with gratuity on 
satisfactory completion of engagement. Emoluments 
in the incremental scale £1,239—£1,863 or £1,161— 
£1,617 p.a. according to qualifications. Free passages, 
generous leave. Taxation at local rates. Free medical 
attention. 

Qualifications; Membership of the Institute of 
Chartered Accountants in England and Wales or of 
the Association of Certified and Corporate Accoun- 
tants. 

Further oe and application form from 
Director of Recruitment, Colonial Office, S.W.1, 
geotiee BCD 135/8/04/P5. Applicants should state 

il ray and give brief particulars (qualifications, 
age, etc.). 


PETERBOROUGH JOINT EDUCATION BOARD 
PETERBOROUGH TECHNICAL COLLEGE 
REQUIRED in September 1960, ASSISTANT 
GRADE B to assist in the teaching of ACCOUN- 
TANCY AND ALLIED SUBJECTS to students 

preparing for professional examinations. 

Appiicants should hold a professional qualification 
and have had practical experience. 

Salary in accordance with the Burnham Technical 
Scales: £700 x £27 10s. to £1,150 with appropriate 
additions for qualifications and experience. 

Further particulars and form of application obtain- 
able from the Principal, PETERBOROUGH TECHNICAL 
Co..ece, Eastfield Road, Peterborough. 


WORTLEY RURAL DISTRICT 
COUNCIL 


(Population: 48,060) 
(Rateable Value: £548,399) 


APPOINTMENT OF TREASURER 
Applications are invited for this appointment 
at a salary of £1,712 per annum rising to 
£1,977 per annum. (Car allowance £100.) 

Forms of application with conditions of 
appointment may be obtained from the 
undersigned, to whom applications must be 
delivered not later than Wednesday, August 


31, 1960. 
ADRIAN M. KELLY, 
Clerk. 
Council Offices. 
Grenoside, Nr. "Sheffield. 


£875 upwards, according to experience, will 
be paid by a leading firm of chartered accoun- 
tants to qualified men to be based on their 
City Office. Experience will cover auditing in 
a variety of industries and there will be 
opportunities later for suitable individuals 
on management services work. Luncheon 
vouchers and paid overtime in addition. Five- 
day week and pension scheme. Box No. 335, 
c/o ACCOUNTANCY. 


A FIRST CLASS POSITION with prospects is 
available for experienced man with Chartered 
Accountants near Liverpool Street, City. Excellent 
experience, holidays respected, no Sats., salary 
£1,000, but we want the right man. Box No. "329, c/o 
ACCOUNTANCY. 


A VACANCY for experienced man with City Char- 
tered Accountants offers prospects, good salary and 
a very interesting job. No Sats. You would be happy 
in this post. Box No. 351, c/o ACCOUNTANCY. 


A.C.W.A. required to take charge of Costing and 
Works Accounting in an Engineering Factory in 
Kent, with approximately 850 employees. A good 
practical knowledge of Factory procedure and 
standard cost systems is necessary. Write, giving full 
details of past experience and salary required. Box 
No. c/o WuitEs, 72 Fleet Street, London, 
E.C.4 


ACCOUNTANT. Young chartered accoun- 
tant required to join executive staff of to 

management team of an expanding well 
established company. Position initially 
offered is that of assistant company secretary, 
but duties will include the development of 
financial techniques of management account- 
ing with eventual control of periodical 
trading, accounts, costs and statistics includ- 
ing use of punched card equipment. Please 
reply giving full details of experience and 
qualifications to: Financial Director, M. 
Myers & Son Limitep, Vicarage Street, 
Langley Green, Nr. Birmingham. 


ACCOUNTANT 

Qualified Company Accountant aged 25-35 
required for an established Mail Order busi- 
ness. Knowledge of credit trading an advan- 
tage. A contributory pension scheme is in 
operation. Applications, stating qualifica- 
tions, experience, age and salary uired 
should be addressed to Box No. 356, c/o 
ACCOUNTANCY. 


ACCOUNTANTS FOR PARIS 
International Firm of Accountants invites 
applications for several vacancies in its Paris 
Office from young single Chartered Ac- 
countants. The work is varied and interesting 
and the prospects are excellent for those who 
wish to make a career on the Continent. 
Applications with full particulars to Box 
359, c/o ACCOUNTANCY. 


ADELAIDE, SOUTH AUSTRALIA 
COMMERCIAL ACCOUNTANT 


Wholesale Merchants in Adelaide (80 depts.) 
have vacancy with excellent prospects for a 
married man, aged 28 to 35, with good educa- 
tion and sound accountancy experience (not 
necessarily qualified). Knowledge of the hard- 
ware and similar trades is a recommendation 
as also is experience of Hire Purchase and 
Credit Control. 

Nominated passages, furnished house or 
flat at £A4 p.w. within 4/5 miles of centre of 
Adelaide for at least first 6 months. Pension 
scheme. Applications invited, quoting re- 
ference “ACCOUNTS” to Davis & Soper 
Ltp., 52 & 54, St. Mary Axe, London, E.C.3. 


A YOUNG Chartered Accountant required by im- 
portant British Trading Group for service in Brazil. 
Knowledge of Portuguese an advantage. Terms 
include U.K. leave on full pay, passages and generous 
pension arrangements. Good prospects for the right 
man. Applications to Box No. 358, c/o ACCOUNTANCY. 


AUDIT CLERKS. vacancies waiting for 


Man 
Senior, Semi-senior or yon Call Bootn’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


(continued on page xxix, facing page 432) 


ACCOUNTANCY STAFF 


AUDIT AND TAXATION ASSISTANTS—ALL GRADES 
COMMERCIAL ACCOUNTANTS 
COST AND WORKS ACCOUNTANTS 
EMPLOYERS 
ARE OFFERED A TIME SAVING, PROMPT, STAFF RECRUITMENT 
SERVICE OPERATED BY AN EFFICIENT PERSONNEL SELECTION 
SYSTEM, AND SUPPORTED BY A LARGE AND CONSTANTLY AUG- 
MENTED REGISTER. (OUR FEES ARE REASONABLE AND COMPARE 
FAVOURABLY WITH ADVERTISING COSTS) 
EMPLOYEES 
ARE OFFERED A CONFIDENTIAL “PERSONAL INTEREST” METHOD 
OF SECURING NEW EMPLOYMENT THROUGH APPROPRIATE INTRO- 
DUCTIONS. (WE CHARGE NO FEES TO APPLICANTS) 


MERVYN HUGHES & COMPANY 


(ACCOUNTANCY EMPLOYMENT SPECIALISTS) 


(COL. H. D. O.B.E. A. B. D. P. WILLIS 
11 WARDOUR STREET, PICCADILLY, W.1. 
GERRARD 0179-0966 OPEN 9.30 A.M. TO 6.30 P.M. SATS. TO | P.M. 


GRESHAM ACCOUNTANTS’ REGISTER 
LIMITED 


(The Profession’s Employment Specialists) 
PRACTITIONERS 
can rely on an efficient and skilled service backed by an intimate 
knowledge of professional requirements. A special interviewing 
service is available to overseas practitioners. 
PROFESSIONAL STAFF 
can rely on a wide selection of positions and skilled advice in 
connection with vacancies in all grades. 
COMMERCIAL EMPLOYERS AND STAFF 
are invited to register their requirements, which will receive 
prompt and skilled attention. 


79 Gresham Street (1st Floor), E.C.2. MONarch 9416 


| 
| 
| 


429 


The Institute of Chartered Accountants 


in England and Wales 


Meetings of the Council 


AT SPECIAL AND ordinary meetings of the 
Council held on Wednesday, July 6, 1960, 
at the Hall of the Institute, Moorgate Place, 
London, E.C.2, there were present: Mr. 
S. J. Pears, President, in the chair; Mr. 
P. F. Granger, Vice-President; Mr. J. 
Ainsworth, c.B.£.; Mr. W. L. Barrows; Mr. 
T. A. Hamilton Baynes; Mr. J. H. Bell; Mr. 
H. A. Benson, c.B.£.; Mr. P. F. Carpenter; 
Sir William Carrington; Mr. G. T. E. 
Chamberlain; Mr. D. A. Clarke, Mr. C. 
Croxton-Smith; Mr. W. G. Densem; Mr. 
S. Dixon; Mr. W. W. Fea; Mr. J. Godfrey; 
Mr. G. G. G. Goult; Mr. L. C. Hawkins; 
Mr. J. S. Heaton; Mr. D. V. House; Sir 
Harold Howitt, G.B.£., D.s.o.. M.c.; Mr. 
P. D. Irons; Mr. J. A. Jackson; Mr. H. O. 
Johnson; Mr. W. H. Lawson. c.B.£.; Mr. 
H. L. Layton; Mr. R. B. Leech, M.B.£.; Mr. 
E. N. Macdonald; Mr. R. McNeil; Mr. 
J. H. Mann, M.B.£.; Mr. R. P. Matthews; 
Mr. Bertram Nelson, c.B.£.; Mr. W. E. 
Parker, c.B.£E.; Mr. C. U. Peat, m.c.; Mr. 
F. E. Price; Mr. P. V. Roberts; Mr. L. W. 
Robson; Sir Thomas Robson, M.B.£.; Mr. 
K. G. Shuttleworth; Mr. D. Steele; Mr. 
C. M. Strachan, 0.B.£.; Mr. J. E. Talbot; 
Mr. A. D. Walker; Mr. A. H. Walton; 
Mr. V. Walton; Mr. E. F. G. Whinney; 
Mr. J. C. Montgomery Williams; Mr. R. P. 
Winter, c. B. E., M.c.; Mr. E. K. Wright; 
Sir Richard Yeabsley, c.B.E. 


Welcome to a New Member 

The President welcomed Mr. E. N. Mac- 
donald, p.F.c., F.C.A., who was attending 
for the first time as a member of the Council. 


Company Law Committee 

The Council has requested the Company 
Law Committee to delete item (c) of 
paragraph 94 and the whole of paragraph 
96 from the memorandum submitted by 
the Council after its meeting on June 1. 
These paragraphs relate to the raising of 
capital by statutory water companies and the 
Council has now been informed that such 
companies are subject to the prospectus 
requirements of the Companies Act, 1948, 
by reason of a statutory instrument 
bringing into operation provisions of the 
Fourteenth Schedule of that Act. 

[We reproduced in our June issue the 
submissions made by the Council in its 
memorandum. We did not reproduce 
paragraph 94. Paragraph 96 is reproduced as 
the second paragraph under the heading 


“Prospectuses, etc.’ at page 339.—Editor, 
ACCOUNTANCY. ] 


CAESS and the National Insurance Act, 
1959 

The Council approved for publication a 
booklet relating to the Chartered Ac- 
countants Employees Superannuation 
Scheme (CAESS) entitled Arrangements for 
those who wish to contract out under the 
National Insurance Act, 1959. Copies of the 
booklet will be sent during July to all 
practising members in Great Britain and 
Ireland. Copies will also be available to 
other interested persons free of charge on 
application to the Institute or to the scheme 
secretaries. Postal applications should be 
accompanied by a gummed, addressed 
label. 


Licensed Dealers (Conduct of Business) 
Rules 

A memorandum has been submitted to the 
Board of Trade making certain suggestions 
for amendment of the draft of the Licensed 
Dealers (Conduct of Business) Rules, 1960. 


Joint Committee for the award of National 
Certificates in Business Studies 

Mr. P. F. Carpenter, F.c.A., was nominated 
to represent the Institute on the Joint 
Committee for the award of National 
Certificates in Business Studies. 


Appointments to Committees 

The Council made the following appoint- 
ments to Committees: 

Mr. E. N. Macdonald—Applications and 
Parliamentary and Law Committees; 
Mr. L. W. Robson—Investigation Com- 
mittee. 


Chairmen and Vice-Chairmen of Committees 
The Secretary reported the appointment of 
the following Chairmen and Vice-Chairmen 
of Committees for the ensuing year: 


Applications 
Chairman, Mr. R. P. Winter; Vice- 
Chairman, Mr. R. McNeil. 


Articled Clerks 
Chairman, Mr. E. F. G. Whinney; Vice- 
Chairman, Mr. M. Wheatley Jones. 


District Societies 
Chairman, Mr. A. D. Walker; Vice- 


Chairman, Mr. C. Croxton-Smith. 


Finance 
Chairman, Mr. P. V. Roberts; Vice- 
Chairman, Sir Harold Gillett. 


General Purposes 
Chairman, Mr. W. L. Barrows; Vice-Chair- 
man, Mr. W. H. Lawson. 


Investigation 
Chairman, Mr. D. V. House; Vice-Chair- 
man, Mr. P. F. Carpenter. 


Library 
Chairman, Mr. D. A. Clarke; Vice-Chair- 
man, Mr. J: H. Bell. 


Parliamentary and Law 
Chairman, Mr. H. A. Benson; Vice- 
Chairman, Mr. C. M. Strachan. — 


Anderson Committee on Grants to Students 
The Council decided to draw the attention 
of the district societies and students’ 
societies to the report of the Anderson 
Committee in relation to grants by local 
authorities to part-time students. 


Exemption from the Preliminary Exami- 
nation 

Three applications under bye-law 79 for 
exemption from the Preliminary Exami- 
nation were acceded to. 


Exemption from the Intermediate 
Examination 

Two applications under bye-law 85 (6) for 
exemption from the Intermediate Exami- 
nation weie acceded to. 


Reduction in Period of Service under 
Articles 

Three applications under bye-law 61 for a 
reduction in the period of service under 
articles were acceded to. 


Registration of Articles 

The Secretary reported the registration of 
81 articles of clerkship during the last 
month, the total number since January 1, 
1960, being 1,024. 


P. D. Leake Trust 

It was reported to the Council that the 
application by the Institute to the High 
Court for an extension of investment 
powers under the P. D. Leake Trust had 
been approved. 


Admissions to Membership 
The following were admitted to membership 
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of the Institute: 


PETER WITHERS; A.C.A., 1960; Manna- 
mead Farm, P.O. Box 97, Sotik, Kenya. 
§KAPLAN, BASIL; A.S.A.A., 1960; 8 Avenue St. 

Charles, Sea Point, Cape Town, S. Africa. 
STEED, ANTHONY Jos; A.c.A., 1960; 14, Boileau 
Road, Ealing, London, W.5. 


Fellowship 

The Council acceded to applications from 
eleven associates to become fellows under 
clause 6 of the supplemental Royal Charter. 


Members Commencing to Practise 
The Council received notice that the follow- 
ing members had commenced to practise: 


APPLEBY, HENRY, B.COM; A.C.A., 1958; 
(*Greaves, Appleby & Leighton), 1 St. 
Nicholas Buildings, Newcastle upon Tyne, 1. 

Bato, MICHAEL JAcos; A.c.A., 1959; (M. J. 
Bato & Co.), 1146/48 London Road, 
Norbury, London, S.W.16. 

BLANCHARD, JOHN CYRIL; A.C.A., 1957; 
(Hooker, Nankivell & Co.), 15 Kingsteign- 
ton Road, Newton Abbot, and at Torquay. 

COHEN, PAUL ANTHONY; A.C.A., 1959; (Paul, 
Harris & Co.), 24 Sneath Avenue, Golders 
Green, London, N.W.11. 

DOLEMAN, JOHN FRANCIS; A.C.A., 1959; (F. W. 
Clarke & Co.), 154 Upper New Walk, 
Leicester, and at Lutterworth. 

Emmett, CLIVE; A.c.A., 1959; (R. W. Dyson & 
Emmett), “Edgefield,” Manchester Road, 
Nelson, Lancs. 

Gee, MALCOLM JOHN; A.C.A., 
hall Court, London, S.W.1. 

G1pson, ALLAN LAVENDER; F.C.A., 1960; A.C.A., 
1936; (Lambert, Roper, Gibson & Hors- 
field}, 34 Clare Road, Halifax. 

GOLDSTEIN, BRIAN; A.C.A., 1960; 39 Athelstan 
House, Marsh Hill, London, E.9. 

GoopMAN, ELLIs MARTIN; A.c.A., 1959; (Ellis 
Goodman & Co.), 4 Blenheim Street, New 
Bond Street, London, W.1. 

GorRDON, HENRY KENNETH; A.C.A., 1960; 
(Gordon & Co.), 31 Chadworth House, 
Amwell Court, Green Lanes, London, N.4. 

GorDON, RONALD; A.C.A., 1957; 60 Mowbray 
Road, Edgware, Middlesex. 

HANDLEY, WILLIAM ERNEST HARTOP; A.C.A., 
1951; (tSpain Brothers, McNab & Co.), 14 
St. John’s Road, Tunbridge Wells, Kent, 
and at Tonbridge. 

HARDACRE, KENNETH; A.C.A., 1960; 12 
Broadfield Street, Heywood, Lancs. 

Harris, COLIN MICHAEL; A.C.A., 1959; (Paul, 
Harris & Co.), 24 Sneath Avenue, Golders 
Green London, N.W.11. 

HorsFIELD, TOM; F.C.A., 1960; A.c.A., 1958; 
(S. 1948); (Lambert, Roper, Gibson & 
Horsfield), 34 Clare Road, Halifax. 

JACKSON, ANDREW SUNTER; A.C.A., 1954; 
(*Strangwayes, Thomas & Co.), 17 High 
Street, Olney, Bucks, and at Newport 
Pagnell; also at Bedford (*J. R. Wills & Co.). 

KELLY, OWEN; A.C.A., 1956; (Wilson, Turn- 
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Means “incorporated accountant member.” 

irms not marked ¢ or * are composed wholly of 
members of the Institute. 
+ Against the name of a firm pa ee that the firm, 
though not wholly composed of members of the In- 
stitute, is composed wholly of chartered accountants 
who are members of one or another of the three 
Institutes of chartered accountants in Great Britain 
and Ireland. 

the name of a firm indicates that the firm is 

not wholly composed of members of one or another 
of the three Institutes of accountants in 
Great Britain and Ireland. 
tt Against the name of a firm indicates that the firm 
includes an incorporated accountant member of the 
Institute and is composed wholly of members of one 
or another of the three Institutes of chartered accoun- 
tants in Great Britain and Ireland. 
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bull & Co.), 6/7 Queen Street, London, 
E.C.4. 

KNOWLES, THOMAS REGINALD; A.C.A., 1958; 
(S. 1953); (Highfield, Prichard & Mumby), 
116 High Street, Bangor, and at Liverpool. 

LLEWELLYN, DAVID ARTHUR; A.C.A., 1960; 
(Llewellyn & Co.), Livingstone House, 
Broadway, London, S.W.1. 

MARVELL, BARRY; A.C.A., 1958; (S. 1956); 
(*Lacey, Radford & Co.), 39 Abbeygate 
Street, Bury St. Edmunds, and at Haverhill. 

MurPuy, BRENDAN; A.C.A., 1958; (Martin & 
Stone), St. James’ House, 44 Brazennose 
Street, Manchester, 2. 

NortH, Davip JAMES; A.c.A., 1958; (C. D. 
North & Co.), 1 Brunswick Street, Batley, 
Yorkshire. 

OsBORNE, ROBERT DOUGLAS; A.C.A., 1958; 
(S. 1956); (Maclean, Hunter & Jinks), 1 
Queen Anne Terrace, Tavistock Road, 
Plymouth. 

PARKINSON, RICHARD TURNER; A.C.A., 1954; 
(Jones, Robathan, Thompson & Co.), 
Mercantile Chambers, 13 James Street, 
Cardiff, and at Cardigan, Carmarthen, 
Chepstow, London and Newport. 

ROBERTS, MICHAEL ELvey; F.C.A., 1960; 
A.c.A., 1956; (S. 1942); (Blackburns, 
Robson, Coates & Co.), City Chambers, 
Infirmary Street, Leeds, 1, and at Bradford, 
London and Manchester. 

§SARKARI, NosHIR PHIROZ DHANIJIBHOY; 
A.S.A.A., 1960; (ttSarkari & Co.), 13 
Wimpole Street, London, W.1. 

SCHOFIELD, JOHN THOMAS; A.C.A., 1960; 136 
Durham Road, Spennymoor, Co. Durham. 

SEARS, ALAN; A.C.A., 1959; 143 Carlton 
Avenue East, Wembley, Middlesex. 

SmitH, LEON Davin; A.c.A., 1959; (*Jayson, 
Arnold & Fowell), 32 Old Burlington 
Street, London, W.1. 

SMITH, MICHAEL PERCY; A.C.A., 1958; (S. 1955); 
(*George, Arthur & Co.), Fiscal House, 36 
Lattimore Road, St. Albans, Herts. 

SmitH, Roy CHARLES; A.c.A., 1960; (Basil 
Hallett & Co.), Staple House, 51/52 
Chancery Lane, London, W.C.2. 

SUGDEN, PETER DESMOND, M.A., LL.B.; A.C.A., 
1955; (Blackburns, Robson, Coates & Co.), 
City Chambers, Infirmary Street, Leeds, 1, 
and at Bradford, London and Manchester. 

SyKEs, KENNETH; A.C.A., 1960; 12 Waterloo 
Road, Romiley, near Stockport, Cheshire. 

Tems, JAMES SYDNEY; F.C.A., 1956; A.C.A., 
1939; (James S. Tems & Co.), 16 Fitzharris 
Avenue, Bournemouth. 

Tuomas, GERVASE ALAN, M.A.; A.C.A., 1957; 
(Anderson, Thomas, Frankel), 13 Park 
Place, St. James’, London, S.W.1, and at 
Conway. 

§TICKNER, GEORGE EDMUND; (1958); A.S.A.A., 
1951; 27 Chapel Road, Worthing. 

WAKEHAM, JOHN; A.C.A., 1955; (Roffe, 
Swayne & Co.), 50 Lincoln’s Inn Fields, 
London, W.C.2, and at Godalming. 

Watcn, CECIL; A.c.A., 1959; (Cecil Watch & 
Co.), 21 Belhaven Road, Higher Crumpsall, 
Manchester, 8. 


Admission to Membership under the Scheme 
of Integration 

The Council acceded to applications from 
two members of the Society of Incorporated 
Accountants for admission to membership 
of the Institute pursuant to the scheme of 
integration referred to in clause 34 of the 
supplemental Royal Charter. 


Re-admissions to Membership 
Subject to payment of the amount required 
by the Council, one former member of 
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the Institute was re-admitted to member- 
ship under clause 23 of the supplemental 
Royal Charter. Two applications were 
refused. 


Resignations 
The Council accepted the resignations 
from membership of the Institute of: 


GeorGeE, DaAvip WILLIAM, A.C.A., 23 Wharf 
Road, Stamford, Lincs. 

GRIFFITHS, NORMAN, F.C.A., 9 Harrod Drive, 
Birkdale, Southport. 

MALPAS, DOUGLAS WELLARD, B.A., F.C.A. 
(Malpas, Simmons & Co.), Upper Hinton 
Chambers, Upper Hinton Road, Bourne- 
mouth. 


Deaths of Members 


_The Council received with regret the 


Secretary’s report of the deaths of the 

following members: 

BRIMICOMBE, JOHN MARTIN, F.c.A., London. 

BuNKER, DAvip JAMES, A.C.A., Lydney. 

CHOUDARY, VENINGANDLA PICHAIAH, B.COM., 
F.c.A., Madras. 

GREAVES, HARRY LEIGHTON LINFORD, F.C.A., 
Blackpool. 

JOHNSON, WILFRID ALEXANDER, 0O.B.E., B.A., 
F.C.A., Reading. 

KING, Hewson GRAHAM, F.C.A., Sevenoaks. 

PIDGEON, WILLIAM OWEN, F.C.A., Rickmans- 
worth. 

SANDERS, JOHN ALFRED, F.C.A., Dar-es-Salaam. 

THOMPSON, FREDERIC SINCLAIR, F.C.A., New- 
castle upon Tyne. 

TinKER, HERBERT, F.C.A., Leeds. 

WHINCUP, SIDNEY, M.B.E., F.C.A., Romford. 

WILLIAMSON, THOMAS Hornsy, F.C.A., Wirral. 

Woop, Sir ALFRED, F.C.A., London. 


Mr. B. W. S. O'Connell, F.c.A. 

Mr. Brian W. S. O’Connell, F.c.a., 
President of the Rhodesia Society of 
Accountants, who is on a visit to this 
country, was received by the Council after 
the conclusion of its meeting. The President 
extended to him a hearty welcome, to 
which Mr. O’Connell suitably replied. 


Findings and Decisions 
of the Disciplinary 
Committee 


Findings and Decisions of the Disciplinary 
Committee of the Council of the Institute 
appointed pursuant to bye-law 103 of the 
bye-laws appended to the supplemental 
Royal Charter of December 21, 1948, at a 
hearing held on June 1, 1960. 

A formal complaint was preferred by the 
Investigation Committee of the Council of 
the Institute to the Disciplinary Committee 
of the Council that Stanley Thomas Lawrie, 
F.c.A., had been guilty of acts or defaults 
discreditable to a member of the Institute 
within the meaning of Clause 21, sub-clause 
(3) of the supplemental Royal Charter in 
that (a) he failed to reply or take action in 
response to four letters written to him by the 
honorary secretary of a club requesting the 
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return of the minute books and account 
books of the club; (4) he failed to reply to 
four letters addressed to him by the Secre- 
tary of the Institute, so as to render himself 
liable to exclusion or suspension from 
membership of the Institute. The Com- 
mittee found that the formal complain 
against Stanley Thomas Lawrie, F.c.A., had 
been proved under both headings and the 
Committee ordered that Stanley Thomas 
Lawrie, F.c.A., of 55 Welbeck Street, 
London, W.1, be excluded from member- 
ship of the Institute. 

A formal complaint was preferred by the 
Investigation Committee of the Council of 
the Institute to the Disciplinary Committee 
of the Council that a member of the 
Institute was at a magistrates’ court in 
February, 1960, convicted on three charges 
of larceny, in respect of which he was 
discharged absolutely, so as to render 
himself liable to exclusion or suspension 
from membership of the Institute. The 
Committee found that the formal complaint 
had been proved but, having regard to very 
exceptional circumstances, the Committee 
decided to take no action and that the 
name of the member should be omitted 
from the publication of the Finding and 
Decision. 


Taxation and Research 
Committee 


THE ONE-HUNDRED-AND-NINTH meeting of 
the Taxation and Research Committee was 
held at the Institute on Thursday, June 16. 
Present: Mr. A. H. Proud (in the chair); Mr. 
G. F. Ansell; Mr. R. D. R. Bateman, 
M.B.E.; Mr. C. J. M. Bennett; Mr. C. V. Best; 
Mr. A. Blackburn; Mr. R. P. Brown; Mr. 
W. R. Carter; R. A. Chermside; Mr. J. B. L. 
Clark, c.B.£.; Mr. L. H. Clark; Mr. W. F. 
Edwards; Mr. A. R. English; Mr. E. S. 
Foden; Mr. C. R. P. Goodwin; Mr. W. S. 
Hayes; Mr. J. S. F. Hill; Mr. G. N. 
Hunter; Mr. R. O. A. Keel; Mr. S. Kitchen; 
Mr. E. N. Macdonald, p.F.c.; Mr. G. P. 
Morgan-Jones; Mr. L. Pells; Mr. C. J. Pey- 
ton; Mr. B. D. Shaw; Mr. H. Eden Smith; 
Mr. D. E. T. Tanfield; Mr. A. G. Thomas; 
Mr. D. T. Veale; Mr. J. W. Walkden; Mr. 
F. J. Weeks; Mr. G. H. Yarnell; and Mr. 
J. Perfect; Mr. B. Manning, c.B.£.; Mr. 
S. P. Wilkins; Mr. F. C. de Paula, and Mr. 
J. D. Green, with the Secretary and 
Assistant Secretary. 


Mr. E. N. Macdonald, D.F.C. 

The Committee congratulated Mr. E. N. 
Macdonald on his election to the Council 
of the Institute. 


Company Law Committee 

The Committee was informed that a 
memorandum for submission to the 
Jenkins Committee on Company Law was 
approved by the Council at its meeting on 
1. 
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Standing Sub-Committees 

Reports were received from the following 
Standing Sub-Committees : General 
Advisory Sub-Committee, Management 
Accounting Sub-Committee, Taxation Sub- 
Committee, Planning Sub-Committee. 


Ad hoc Sub-Committees 
Reports were received from three special 
sub-committees. 


Future meetings 

The next meeting of the Committee was 
arranged for Thursday, September 22, at 
2 p.m., and the following dates for future 
meetings have been fixed: Thursdays, 
October 27 and December 8, 1960. 


P. D. Leake Trust 


Court Order Extending Investment Powers 


1960 L703 
IN THE HIGH COURT OF JUSTICE 
CHANCERY Division (GRouP A) 
Mr. JusTICE PENNYCUICK at Chambers 
Tuesday the 17th day of May 1960 

IN THE MATTER of The Charity called 

THE P. D. LEAKE TRUST 

and 

IN THE MATTER of the CHARITABLE 

TRUSTS ACTS 1853 to 1939 


and 
IN THE MATTER of the TRUSTEE 

ACT 1925 

UPON THE APPLICATION by Ori- 
ginating Summons dated 22nd March 1960 
of The Institute of Chartered Accountants 
in England and Wales a_ corporation 
incorporated by Royal Charter whose 
principal office is at Moorgate Place in the 
City of London and UPON HEARING 
Counsel for the Applicants and for the 
Respondent Her Majesty’s Attorney-Gene- 
ral and UPON READING Probate of the 
Will of Percy Dewe Leake granted on 25th 
January 1950 tothe Public Trustee an 
affidavit of William Leonard Barrows filed 
30th March 1960 and the exhibits therein 
referred to and an Order of the Minister of 
Education dated 28th May 1959 authorising 
the Applicants to make this application 

AND the Respondent by his Counsel not 
objecting 

THE JUDGE DOTH ORDER by way of 
Scheme that the Applicants or other the 
trustees or trustee for the time being of the 
above-mentioned charity be at liberty to 
invest the funds from time to time subject 
to the trusts of the said charity in accord- 
ance with the provisions of the Scheme 
contained in the Schedule hereto in like 
manner as though such modes of investment 
had been authorised by the Will of Percy 
Dewe Leake deceased (whereby the said 
charity was established) 

AND IT IS ORDERED that it be 
referred to the Taxing Master to tax (1) the 
costs of and incidental to this application of 
the Applicants the Trustees of the said 
Charity and (2) on the common fund basis 
the costs of the Respondent of and 
incidental to the said application (including 
therein his costs of and incidental to the 
negotiations and preparation of the Scheme 
contained in the Schedule hereto) 
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AND IT IS ORDERED that the said 
costs be raised and retained or paid out of 
the Capital of the trust fund held by the 
Applicants upon the trusts of the said 


Charity 
THE SCHEDULE 
SCHEME 


1. In this Scheme the following ex- 
pressions shall where the context so admits 
have the following meanings respectively: 

(i) ‘The Charity’ shall mean the charity 

called ‘the P. D. Leake Trust’ 

(ii) ‘The Trustees’ shall mean The 

Institute of Chartered Accountants in 

England and Wales or other the trustee or 

trustees for the time being of the Charity 

(iii) ‘The Trust Fund’ shall mean and 

include all capital assets (other than 

assets representing unapplied income) for 
the time being held by the Trustees on 
trust for the Charity 

(iv) ‘The date of the Order’ shall mean 

the date of any Order or Scheme made by 

the Chancery Division of the High Court 
of Justice conferring power on the 

Trustees to invest the funds from time to 

time subject to the trusts of the Charity in 

accordance with the provisions of this 

Scheme 

(v) ‘The operative date’ shall mean the 

date when the Trustees make such 

division*and appropriation of the assets 
for the time being comprised in the Trust 

Fund as is hereinafter provided for 

(vi) ‘Trustee investments’ shall mean and 

include any investments which on the 

Ist day of January 1960 were or (if such 

investments had then been in existence) 

would have been investments authorised 
by law for the investment of trust funds 

(vii) “Overseas country’ shall mean and 

include: 

(a) the Dominion of Canada and any 
Province thereof 

(b) the Commonwealth of Australia 
and any State thereof 

(c) the Union of South Africa and any 
State thereof 

(d) the United States of America and 
any State thereof 


2. As soon as practicable after the date of 
the Order the Trustees shall divide and 
appropriate the assets for the time being 
comprised in the Trust Fund into two 
separate funds (hereinafter respectively 
called ‘the restricted fund’ and ‘the extended 
fund’ which expressions respectively shall 
where the context so admits include all 
assets from time to time representing such 
respective funds) in such manner as the 
trustees shall think fit but so that: 

(a) all the trustee investments comprised 

in the Trust Fund at the operative date 

shall be appropriated to the restricted 
fund and 

(6) the assets (including trustee invest- 

ments) appropriated to the restricted 

fund shall be equal in value to at least 
one-third of the value of the whole of 
the Trust Fund at the operative date 


3. For the purposes of making such 
division and appropriation as aforesaid: 
(a) any assets comprised in the Trust 
Fund at the operative date which are 
shown in the last accounts of the Charity 
as quoted on any Stock Exchange shall 
be taken to have a value on the operative 
date equal to their middle market price or 
the sterling equivalent thereof (as certified 
by a member of the London Stock 
Exchange) on the London Stock Exchange 
(or other the stock exchange on which the 
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same are so shown as quoted) on the last 
working day prior to the operative date 
and 
(b) any assets so comprised which are not 
so shown shall be taken to have such 
value on the operative date as the 
Trustees shall consider to be fair and 
proper 
4. From and after the operative date the 
Trustees may at their absolute discretion 
retain all or any of the investments for the 
time being comprised in the restricted fund 
as actually invested so long as the Trustees 
shall in their absolute discretion think fit or 
may at any time or times at the like 
discretion sell or otherwise realise any such 
investments and the net proceeds of any 
such sale or realisation and all other capital 
moneys (if any) from time to time received 
by the Trustees in respect of any assets for 
the time being comprised in the restricted 
fund and all income of the restricted fund 
required to be invested pending its appli- 
cation for the purposes of the Charity shall 
be invested in such trustee investments as 
the Trustees shall from time to time think 
fit with power for the Trustees at their 
discretion from time to time to vary or 
transpose any investments so made for or 
into any other trustee investments but so 
that no such moneys shall at any time be 
invested otherwise than in trustee invest- 
ments 
5. From and after the operative date the 
Trustees may at their absolute discretion 
retain all or any of the investments for the 
time being comprised in the extended fund 
as actually invested so long as the Trustees 
shall in their absolute discretion think fit or 
may at any time or times at the like 
discretion sell or otherwise realise any such 
investments and (subject as_ hereinafter 
provided) the net proceeds of any such sale 
or realisation and all other capital moneys 
(if any) from time to time received by the 
Trustees in respect of the extended fund and 
all income of the extended fund required 
to be invested pending its application for 
the purposes of the Charity may at the 
absolute discretion of the Trustees be 
invested in any manner hereinafter men- 
tioned with power for the Trustees at the 
like discretion from time to time to vary or 
transpose any investments so made for or 
into any others of a nature hereinafter 
mentioned that is to say: 
(a) in any trustee investments 
(b) in any preference or preferred or 
ordinary or deferred stocks or shares of 
or any debentures or debenture stock 
issued by any company incorporated 
under the laws of the United Kingdom or 
of any overseas country 
(c) in the government securities of any 
Overseas country or in the securities of 
any provincial municipal or other local 
government or public board in any 
overseas country 
(d) on deposit with any recognised 
bankers or savings bank carrying on 
business as such in any part of the 
United Kingdom or with any public 
authority institution or company in the 
United Kingdom whose normal business 
includes the acceptance of such deposits 
(e) in the purchase of any land in England 
or Wales of freehold tenure or of lease- 
hold tenure held for a term of which at 
least 200 years is unexpired at the time of 
purchase 


PROVIDED ALWAYS 
(i) that. no money shall be invested 
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(except under paragraphs (a) (d) and (e) 
above) in any investment which is not 
dealt in and quoted on one of the 
following stock exchanges that is to say 
the Stock Exchanges of London Birming- 
ham Manchester Glasgow New York 
Montreal Toronto Melbourne Sydney 
and Johannesburg. 

(ii) that no money shall be invested in 
any partly paid shares but so that this 
prohibition shall not apply to the partly 
paid shares of any company incorporated 
in the United Kingdom and carrying on 
banking or insurance business in the 
United Kingdom and shall not prevent 
the acquisition of newly-issued shares or 
stocks which would otherwise be per- 
mitted hereby and of which the capital 
is by virtue of the terms of issue thereof 
to be paid by instalments of which the 
last is to be payable not later than 
eighteen months from the date of issue 
(iii) that no money shall be invested in 
the preference or preferred or ordinary or 
deferred shares or stock of or in any 
debentures or debenture stock issued by 
any company unless at the time of such 
investment such company shall have a 
paid up capital of at least £1,000,000 or 
its equivalent at the rate of exchange 
current at the date of such investment 
and so that in the case of a company 
having shares of no par value such paid 
up capital shall be deemed to include the 
capital sum (other than capital surplus) 
appearing in the company’s published 
accounts in respect of such shares but so 
that this prohibition shall not prevent the 
acquisition of any shares offered for 
subscription to the public (which would 
otherwise be permitted hereby) if the full 
subscription for such shares would cause 
the paid up capital of the company 
concerned to amount to at least 
£1,000,000 or such equivalent as aforesaid 
(iv) that not more than an aggregate 
amount of £30,000 shall at any one time 
be invested in the purchase of land under 
paragraph (e) above and so that for the 
purposes of this proviso any land for the 
time being held by the Trustees under the 
provisions of this Scheme shall be 
deemed to have a value equal to the sum 
expended by the Trustees in the purchase 
thereof 

(v) that any land purchased under the 
provisions of paragraph (e) above shall 
be assured to the Trustees for all the 
estate purchased upon trust to sell the 
same (with full power to postpone such 
sale) and to hold the net proceeds of any 
sale thereof upon the like trusts and with 
and subject to the like powers and 
provisions (including the provisions of 
the said paragraph (e)) as the moneys 
invested in the purchase thereof would 
have been held upon and with and 
subject to if the same had not been so 
invested 


6. (1) At any time on or after the 
operative date the Trustees may divide and 
appropriate the income and assets for the 
time being representing income of the Trust 
Fund received by the Trustees before the 
operative date and not for the time being 
having been applied for the purposes of the 
Charity into two separate funds (hereinafter 
respectively called ‘the A income fund’ and 
‘the B income fund’ which expressions 
respectively shall include all assets from 
time to time representing such respective 
funds) in such manner as the Trustees shall 
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think fit but so that the assets appropriated 
to the A income fund shall be equal in 
value to at least half the value of the 
assets appropriated to the B income fund 

(2) For the purposes of making such 
division and appropriation as aforesaid 
the provisions of Clause 3 of this Scheme 
shall apply as though references therein to 
the Trust Fund were references to the said 
income and the assets for the time being 
representing the same and_ references 
therein to the operative date were references 
to the date when such division and appro- 
priation is made 

(3) From and after the making of any 
such division and appropriation as afore- 
said the B income fund shall be deemed for 
the purposes of this Scheme to be or to 
represent income of the extended fund 

(4) Subject as aforesaid all the income 
and assets representing income of the Trust 
Fund received by the Trustees before the 
operative date and not for the time being 
having been applied for the purposes of the 
Charity shall be deemed for the purposes of 
this Scheme to be or to represent income 
of the restricted fund 

7. Provided Always that so long as any 
assets for the time being subject to the trusts 
of the Charity are invested in any invest- 
ments other than trustee investments the 
Trustees shall ensure that all such invest- 
ments are kept under continual review by a 
member of the London Stock Exchange or 
other competent professional investment 
adviser and that any advice from time to 
time given by him is brought to the 
attention of the Trustees And for this 
purpose the Trustees may pay to such 
member of the London Stock Exchange or 
other adviser (whether or not he is a 
member of or of the Council of the above- 
mentioned Institute of Chartered Account- 
ants) reasonable remuneration in addition 
to any disbursements or commission 
properly chargeable by him 


Members’ Library 


The Librarian reports that among the books 
and papers acquired by the Institute in recent 
weeks by purchase and gifts are the following: 


An Accountant’s Working Papers; by F. 
A. J. Couldery, A.c.a. 1960. (Presented 
Gee, 18s. 6d.) 


Accounting Systems of Smaller Authorities: 
a research study; by E. G. Barrows, L. E. 
Holmes and others. 1960. (Institute of 
Municipal Treasurers, presented, 25s.) 


Approved Universities Degree Courses: 
explanatory notes . . . (Institute of Char- 
tered Accountants.) 1960. (I.C.A., gratis.) 


Auditing Principles; by W. B. Jencks. New 
York. 1960. (McGraw-Hill, 66s.) 


Bookkeeping and Accountancy for Solici- 
tors; by P. Harrison and A. G. Hillman. 
1960. (Butterworth, 47s. 6d.) 


Britain and Europe: a study of the effects on 
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FOR MORE THAN 


50 YEARS 


reputation is world-wide. 


that the problem will be approached with 
and efficieacy by 


LAURIE & COMPANY 


(The Recognised Employment Specialists in Accountancy) 


have provided the complete service to Employers and Employees in 
all fields of accountancy, at all levels, with such success that their 


If you are seeking to improve your career prospects, or if you 
require selected applicants for a vacancy on your staff, you can be sure 
thoroughness 


LAURIE & COMPANY 


19 BASINGHALL STREET, LONDON, E.C.2 (MONarch 6301). 


LINCOLN & GO. of Hanover Square, W.1, 


BUSINESS TRANSFER SPECIALISTS & VALUERS 
Specialise in the disposal of: 

HOTELS, RESTAURANTS & GUEST HOUSES. 
NEWSAGENCIES—TOBACCONISTs— 
CONFECTIONERS—VILLAGE STORES— 
GROCERY & PROVISION BUSINESSES. 
GARAGES & FILLING STATIONS. 


9 HANOVER SQUARE, W.1 
Tel: GROsvenor 6801 (10 lines) 
WEST OF ENGLAND OFFICES 
178 HOLDENHURST ROAD, BOURNEMOUTH 
Tel: Bournemouth 1551 (5 lines) 


LONDON OFFICES: 


APPOINTMENTS VACANT 
(continued from page xxviii, facing page 429) 


ASIAN 
QUALIFIED ACCOUNTANT 


preferably with some experience, required as 
Assistant Accountant by Company in Malaya. 
Must be citizen of the Federation of Malaya, 
aged up to 28 years. Salary according to age, 
qualifications and experience, but would be 
in the region of Malayan $1,000 per month. 
Provident fund, good working conditions and 
prospects. Interview in London. Write Box 
No. 3503, c/o CHARLES BARKER & SONS 
Limitep, Gateway House, London, E.C.4. 


ASSISTANT ACCOUNTANT 


Chartered or Certified Accountant, aged 
25-35, required by large and progressive firm 
of Consulting Engineers. 


A candidate who is alert, can cope with 
unusual matters as they occur and has a 
sound general experience of Cost and Finan- 
cial Accounts will find this a permanent and 
progressive appointment. 


Five-day week. Luncheon vouchers. Pen- 
sion Scheme. Please write, giving full details 
of your qualifications and experience to the 
Personnel Manager, W. S. Atkins & ParT- 
NERS, 158 Victoria Street, London, S.W.1. 


BIRMINGHAM Chartered Accountants have 
vacancies for senior assistants experienced and/or 
newly qualified (including May 1960 finalists). Good 
salaries. C.A.E.S.S. pensions. Foster & STEPHENS, 
40 Hagley Road, Edgbaston, Birmingham 16. 


CHARTERED ACCOUNTANT 
Applications are invited for the appointment 
offered by large public company. The post 
will be based at the London H.Q. with visits 
made to subsidiary companies to investigate 
and report on administrative, accounting and 
other problems of management. Salary com- 
mensurate with age, experience and ability. 
Qualifications: age 28-35, university degree 
or equivalent, and exceptional personal quali- 
ties. Applications, which will be treated in 
strict confidence, should include details of 
qualifications and career to date. Write Box 
No. 355, c/o ACCOUNTANCY. 


BUSINESS MACHINES 


Accountants (20-38) are invited to seek an ap- 
pointment to discuss a career as system advisors 
on the application of accounting machines and 
ancillary equipment to existing office routines. 

Qualified preferably, with practical experience 
of administration, the successful candidate will 
possess a keen analytical mind, very strong 
character and ambition to succeed in a most 
rewarding career. 

Remuneration initially by generous salary and 
expenses and after an intensive familiarisation 
programme, income will increase relative to 
individual performance. 

There is an attractive pension scheme and a 
generous car allowance. 

If you possess the characteristics we require and 
are interested in this exacting career, write 
giving full details to: 


u 


THE SALES MANAGER, AY2 
ACCOUNTING 

AND ADDING MACHINE DIVISION 
Underwood Business Machines Ltd. 
4-12 New Oxford Street, W.C.1 


CHARTERED ACCOUNTANTS (London and 
Liverpool) have three vacancies on the staff of their 
Holborn offices for iunior and semi-senior account- 
ants with or without articles. Wide experience and 
excellent prospects. Box No. 360, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS LONDON have 
vacancies for young chartered accountants. Situations 
offer wide and varied experience. Salary range £900 
to £1,100 commensurate with experience. Write Box 
No. 336, c/o ACCOUNTANCY. 


CITY FIRM of Chartered Accountants require 
qualified Senior Audit Clerk. Salary up to £1,200 
per annum, according to age and experience. Please 
apply in writing to Box No. 8601, Frost-SmitH 
ApDva., 64 Finsbury Pavement, London, E.C.2. 


CLERK (male or female) required for writing up and 
keeping Trust Accounts in large firm Lincolns Inn 
Solicitors (experience not essential). Holidays 
honoured. L.Vs. No Sats. Salary by arrangement. 
Write stating age and qualifications to Box No. 
DL.9590, c/o Wuires Ltp., 72 Fleet Street, E.C.4, 
or tel. CHA 5001. 


DELOITTE, PLENDER, GRIFFITHS & CO., 
5 London Wall Buildings, London, E.C.2, have 
vacancies on their audit staff for young qualified 
accountants. Opportunities to transfer abroad in due 
course, 5-day 5 vouchers and pension 
scheme. 


DELOITTE, PLENDER, GRIFFITHS & CO., 76 
Cross Street, Manchester, 2, invite applications 
from young qualified accountants for vacancies which 
rovide professional experience over a wide range of 
industry. Opportunities to transfer abroad in due 
course, five-day week, luncheon vouchers and 
Pension Scheme. 


EXCELLENT OPPORTUNITY for audit assistant 

(Chartered Accountants, Strand). Salary £900 to 

£1,200 p.a. according to experience. Please write 

—s age and details of previous experience to Box 
0. 354, c/o ACCOUNTANCY. 


Programming. 


desirable but not essential. 


SYSTEMS INVESTIGATION 
AND COMPUTER PROGRAMMING 


We are reaching new stages in Computer development and 
require a Graduate with MATHEMATICS to General 
Degree level to train in System Investigation and Computer 


Some knowledge of Operations Research techniques is 
Apply to Mr. H. C. Crawford, Training and Recruitment 


Department, Ford Motor Company Limited, Dagenham, 
Essex, quoting reference ““CSI’’. 
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prospects and opportunities for broadening 
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FINSBURY PARK (near). Substantial firm Char- 
tered Accountants require experienced man. A very 
satisfactory post with prospects and ae salary. 
Why not work near home? Box No. 328, c/o Ac- 
COUNTANCY. 


IS THERE A SEMI-SENIOR who wishes to ad- 
vance his prospects, experience and salary by joini 

a firm of Chartered Accountants in North London 
A keen young man will be helped immensely. Box 
No. 352, c/o ACCOUNTANCY. 


NEWLY QUALIFIED Chartered Accountant to 
learn and practise tax required by progressive Char- 
tered Accountants (West Central). Every prospect 
and opportunity to a man of ability and tact. Starting 
salary not below £950 p.a. with luncheon vouchers. 
Box No, 353, c/o ACCOUNTANCY. 


NEWLY-QUALIFIED or Final Candidates required 

by Liverpool firm of Chartered Accountants. Good 

rospects. Luncheon Vouchers. Pension Scheme. 
x No. H81, Lee & NIGHTINGALE, Liverpool. 


SOUTH AMERICA 
CHARTERED ACCOUNTANT required 
for large mining enterprise in Northern Chile. 
Age 28-35, preferably married. 

Applicants should have commercial experi- 
ence and some knowledge of punched card 
accounting. Spanish desirable, but not essen- 
tial. Salary will be paid in U.S. dollars. 
Successful applicant will live at one of the 
Company’s plants, where medical attention, 
accommodation, water, light, etc., are pro- 
vided at very nominal charges. 

Contract will be for 3 years with 3 months’ 
paid vacation on agreement to renew con- 
tract for a further 3 years. 

First class passages paid both ways. Write, 
in first instance, with details of qualifica- 
tions and experience, to Box No. E283, c/o 
a 110, Old Broad Street, London, 


anda 


NEW APPROACH TO FINANCE 


In the last few months FORD of DAGENHAM have been seeking staff to 
augment and broaden their finance service to management. A new and imagina- 
tive approach is being developed with the object of providing constructive 
advice on the financial implications of policies covering the whole range of the 
Company’s activities from iron-making to the sale of the completed car. 
Training in economics, statistics, mathematics or accounting is desirable; a 
penetrating analytical mind is essential. 

Applications from men between the ages of 25 and 30 are now invited. Salary 
and prospects will be most attractive, but the standards set are uncompromising 
and it is unlikely that men without a good honours degree or professional 
qualification will be accepted. 

Selected candidates will be interviewed during the next few weeks when they 
will be given the opportunity of learning more about the work and of meeting 
some of the present staff. 

Replies should be addressed to Mr. H. G. Pearman, Training and Recruitment 
Department, Ford Motor Company Limited, Dagenham, Essex, quoting on the 
envelope “reference CRM.” 


(Appointments Vacant are continued on page xxxi, facing poge 436) 


members. 


commercial rates. 


The Chartered Accountants’ 
Benevolent Association 


The principal object of the Association is the relief of necessitous persons who are or have 
been members of the Institute of Chartered Accountants in England and Wales, of their 
necessitous wives and children and of the necessitous widows and children of deceased 


All members of the Institute are invited to support the Association by the payment of an 
annual subscription or by donation. Some members may also find it possible to mention the 
Association in their wills. 

The Association is able from time to time to assist in finding accommodation in homes for 
aged members and their wives and for the aged widows of members in cases where a measure 
of care and attention is required which cannot be obtained by paying for it at normal 


Enquiries should be sent to the Honorary Secretary at Moorgate Place, London, E.C.2. 
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British Manufacturing Industry of a free 
trade area and the common market. 
(Economist Intelligence Unit.) 1957. 
(E.1.U., 15s.) 


British Monetary Experiments 1650-1710; 
by J. K. Horsefield. 1960. (Bell, 45s.) 


Can I Help You?; by D. Perkins. 1959. 
(Cassell, 16s.) 


Case Studies in the Observation of Inven- 
tory. (American Institute of Certified 
Public Accountants.) New York, 1959. 
(A.L.C.P.A., presented.) 


Chambers’s Encyclopaedia; by W. Cham- 
bers: ed. by M. D. Law. Vol. I-XV. 1959. 
(Newnes, 72 gns.) 


Charlesworth’s Company Law; by J. 
Charlesworth: 7th edn.; by T. E. Cain. 
1960. (Stevens, 25s.) 


Charlesworth’s Mercantile Law; by J. 
Charlesworth: 9th edn.; by C. M. 
Schmitthoff and D. A. G. Sarre. 1960. 
(Stevens, 21s., 


Concentration in British Industry; by R. . 


Evely and I. M. D. Little. Cambridge. 
1960. (C.U.P., 55s.) 


A Conspectus of Management Courses: 
education and training in the field of 
management. (British Institute of Man- 
agement.) 4th edn. 1960. (Pitman, 45s.) 


Design of Documents . . .; by L. Hogben 
and K. W. Cross. 1960. (Macdonald & 
Evans, 35s.) 


Economics. (Canadian Institute of Char- 
tered Accountants.) Toronto. 1959. (C.I. 
of C.A., $5.50.) 


Farm Work Study: a basic guide for the 
farmer, poultry keeper and market 
gardener; by N. Harvey. 1958. (Farmer 
& Stockbreeder, 8s. 6d.) 


Financial Reporting in Canada. (Canadian 
Institute of Chartered Accountants.) 3rd 
edn. Toronto. 1959. (C.I. of C.A., $5.00.) 


The First Fifty Years 1909-1959; by A. W. 
Graham. Wellington. 1960. (New Zealand 
Society of Accountants, presented.) 


Grants to Students: report . . . Cmnd. 1051. 
(Ministry of Education.) 1960. (H.M.S.O., 
6s. 6d.) 


The Growth of British Industrial Relations: 
a study from the standpoint of 1906-14; 
by E. H. P. Brown. 1959. (Macmillan, 
42s.) 


A Guide to Management Accounting; by 
H. W. Broad, F.c.a., and K. S. Car- 
michael, A.c.A.: 2nd. edn. 1960. (H.F.L., 
presented, 18s.) 


Handbook of Business Mathematics; by 
W. R. Minrath. New York. 1959. (Van 
Nostrand, 56s. 6d.) 

Home-Grown Timber Prices and Forestry 
Costings; by C. E. Hart. Coleford, 
Gloucester. (1959.) (C. E. Hart, 5s.) 

How to Take a Chance; by D. Huff. 1960- 
(Gollancz, 13s. 6d.) 

Income Taxes in the Commonwealth; 
(Board of Inland Revenue). Vol. 1 from 
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1958. Vol. 2 from 1960. [Loose-leaf.] 
(H.M.S.O., 75s. and 84s.) 


Income-tax manual: part I: Income-tax 
Act, 1922 . . . corrected up to the 3l1st 
August, 1959. (Pakistan): Sth edn. 
Karachi. 1959. (Government of Pakistan 
Press, presented by H. A. Bhimjee, Rs. 2.) 


Increasing Profits in the Smaller Business: 
a guide to management control. (British 
Institute of Management). 1960. (B.1.M.., 
22s. 6d.) 


The Investor’s Manual 1960. . . incorpora- 
ting highest and lowest prices and divi- 
dends 1950-1959. . . . (Nicholas Kaye.) 
1960. (Straker Brothers, 16s.) 


Law and Accounts of Executors, Adminis- 
trators and Trustees; by B. G. Vickery, 
F.c.A.: 14th edn. 1960. (Donnington 
Press, 27s. 6d.) 


The Law and the Profits; by C. N. Parkin- 
son. 1960. (Murray, 15s.) 


The Law of Contract; by G. C. Cheshire and 
C. H. S. Fifoot: Sth edn. 1960. (Butter- 
worth, 50s.) 


The Law of Hire-purchase; by D. Wild. 
1960. (Butterworth, 45s.) 


Management for the Smaller Company; ed. 
by Elizabeth Marting. New York. 1959. 
(American Management Assn., 72s.) 


Management Notebook; by F. de P. 
Hanika. Glasgow. 1960. (Glasgow Herald, 
15s., presented by T. Robertson, A.c.A.) 


Managerial Accounting: an introduction; 
by H. Bierman. New York. 1959. 
(Macmillan, 52s. 6d.) 


The Measurement of Share Values from the 
Investor’s Point of View: a paper; by 
H. E. Wadsworth. 1960. (Manchester 
Statistical Soc., 10s. 6d.) 


Modern Banking; by R. S. Sayers: 5th edn. 
1960. (Clarendon Press, 25s.) 


Modern Trends in the Form of Published 
Accounts; by R. S. Waldron, F.c.A., and 
E. H. W. Sambridge, F.c.A. 1960. (Text- 
books, 13s. 9d.) 


Palmer and Bell’s Accountants’ Working 
Papers; by L. E. Palmer and W. H. Bell: 
3rd edn. by R. S. Johns. New York. 1950. 
(Ronald Press, 68s.) 


Palmer’s Company Precedents; by F. B. 
Palmer: 17th edn. Part I 1956 (Stevens, 
126s.): Part If, winding-up. 1960 (Stevens, 
147s.): Part Ill, debentures. 1951-52. 
(Stevens, 126s.) 

Paterson’s Licensing Acts; by J. Paterson: 
68th edn. by F. M. Smith. (1959.) 
(Butterworth, 70s.) 

Pension Schemes; by M. Pilch and V. 
Wood. 1960. (Hutchinson, 40s.) 

Private Enterprise in a Family of Firms: a 
paper; by P. H. D. Ryder. 1959. (British 
Institute of Management, presented.) 

Readings in the Economics of Taxation. 
(American Economic Association.) 1959. 
(Allen & Unwin, 36s.) 

Report of the Departmental Committee ona 
Levy on Betting on Horse Races. Cmnd. 
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1003. (Home Office.) 1960. (H.M.S.O., Is.) 


Retail Budgetary Control and Costing: an 
introduction; by N. Thornton. 1960. 
(Business Publications, 35s.) 


Rural Estate Management; by R. C. 
Walmsley: 4th edn. 1960. (Estates 
Gazette, 65s.) 


Smith’s Taxation: 63rd edn.; by A. E. 
Bevan. 1959. (Advertiser Press, 15s.) 


The Social Framework: an introduction to 
economics; by J. R. Hicks: 3rd edn. 
Oxford. 1960. (Clarendon Press, 18s.) 


The Stages of Economic Growth; by W. W. 
Rostow. Cambridge. 1960. (C.U.P., 21s.) 


Standard Costs for Manufacturing; by S. B. 
Henrici: 3rd edn. New York. 1960. 
(McGraw-Hill, 66s.) 


Taxation in the Proposed European Free 
Trade Area. (Federation of British Indus- 
tries.) 2nd edn. 1958. (F.B.I1., 20s.) 


Taxation of Woodlands in England and 
Wales . . .; by C. E. Hart: Sth edn. 
Coleford, Gloucester. (1959.) (C. E. 
Hart, 3s.) 


Topham’s -Company Law; by A. F. 
Topham: 12th edn. by J. Montgomerie, 
S. D. Temkin and D. M. Walker. 1955. 
Supplement, 1960. (Butterworth, 17s. 6d. 
and 2s.) 


The Trade Cycle; by R. C. O. Matthews. 
Cambridge. 1959. (C.U.P., 12s. 6d.) 


A Treatise on the law and practice of 
Arbitrations & Awards .. .; by J. P. H. 
Soper: 9th edn. by D. M. Lawrance and 
J. M. Williams. 1959. (Estates Gazette, 
42s.) 


Trial by Tribunal: a study of the develop- 
ment and functioning of the tribunal of 
inquiry; by G. W. Keeton. 1960. (Museum 
Press, 25s.) 


The Valuation of Private Business and Pro- 
fessional Practice. (Canadian Institute of 
Chartered Accountants.) Toronto. 1959. 
(C.I. of C.A., $2.00.) 


Williams on Executors and Administrators ; 
by Sir E. V. Williams: 14th edn. by G. W. 
Keeton and E. H. Scamell. 2 vols. 1960. 
(Stevens, 252s.) 


World Tax Series: (ed.) by W. S. Barnes: 
Taxation in Sweden (ed.) by M. Norr, 
F. J. Duffy and H. Sterner. Boston. 1959. 
(Little, Brown & Co., 117s.) 


District Societies 


BIRMINGHAM 
THE BIRMINGHAM AND District Society of 
Chartered Accountants and the Birming- 
ham Chartered Accountants Students’ 
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Society are holding their eleventh residential 
course for articled clerks at Balliol College, 
Oxford, from August 31 to September 3. 
The charge will be £4 for students enrolled 
for the Joint Lecture Committee’s course or 
residing more than twenty-five miles from 
the city centre, and £6 for all other students. 
Application forms can be obtained from the 
Clerk to the Committee, 36 Cannon Street, 
Birmingham, 2, and the closing date is 
August 15. 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE 


MR. W. G. FOX, T.D., D.L., J.P., M.A., F.C.A. 


The new President of the Leicestershire and 
Northamptonshire Society, Mr. W. G. Fox, 
is senior partner in Fox & Co., Chartered 
Accountants, Leicester, and a partner in 
W. H. Yates & Co., Chartered Accountants. 
He was President from 1957 to 1959 of the 
Leicestershire and Northamptonshire 
Students’ Society. 

Mr. Fox is a graduate of Oxford Uni- 
versity. After serving his articles with Mr. 
C. E. Bream, ¥.c.A., he became an associate 
of the Institute in 1932 and was advanced to 
fellowship in 1951. 

He joined the Royal Artillery, Territorial 
Army, in 1932, and was on active service 
throughout World War II. He was evacuated 
from Dunkirk in 1940 and later served in 
India and Burma, holding the rank of 
Lieutenant-Colonel. On the re-formation of 
the Territorial Army in 1947 he was respon- 
sible for the resuscitation of his unit, which he 
commanded. 

Mr. Fox was appointed Deputy Lieu- 
tenant of Leicestershire in 1952 and a Justice 
of the Peace for Leicester in 1955. He is a 
member of the livery of the Framework 
Knitters’ Company and in 1949 he was 
appointed Deputy Provincial Grand Master 
for the province of Leicestershire and 
Rutland. He now holds the rank of 
P.A.G.D.C. in the Grand Lodge of England. 
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MANCHESTER 


we 


MR. THOMAS HEDLEY BELL, B.<A., F.C.A. 


Mr. T. Hedley Bell, B.A. F.C.A., a partner in 
the firm of David Smith, Garnett & Co., 
Chartered Accountants, Manchester, has 
been elected President of the Manchester 
Society for 1960/61. 

Mr. Bell was admitted an associate of the 
Institute in 1937 and was elected to fellowship 
in 1951. He became a partner in his present 
firm in 1946. For three years to December, 
1956, he was Honorary Secretary of the 
Society. 

Mr. Bell is a director of Jas. Williamson & 
Son Ltd., Fothergill & Harvey, Ltd., and a 
number of other companies. He is also Vice- 
Chairman of Ancoats Hospital and served for 
a period on the North Manchester Hospital 
Management Committee. 


OFFICERS HAVE BEEN elected for the ensuing 
year as follows: President, Mr. T. Hedley 
Bell, B.A., F.C.A.; Vice-President, Mr. W. 
Hare, M.A., F.c.A.; Hon Treasurer, Mr. T. G. 
Wood, F.c.A.; Hon. Secretary, Mr. T. W. E. 
Booth, F.c.A.; Hon. Librarian, Mr. G. W. 
Murphy, B.A.(COM.), F.C.A. 

At the annual general meeting on May 10, 
the retiring President, Mr. F. H. Walsh, 
F.C.A., said he felt that the designation of 
chartered accountant was acquiring greater 
significance, and that the Institute had taken 
great strides in its endeavours to co- 
ordinate the interests of students and of 
members. 

The Committee had given consideration 
to the administration of the Society and its 
Branches and Sub-Branches, with a view to 
improving liaison. Certain proposals had 
been adopted and would be implemented at 
an early date. 

In reply to Mr. H. K. Greaves, F.S.A.A., 
who voiced the feelings of himself and other 
incorporated accountant members who 
were unable to describe themselves as 
chartered accountants, the President stated 
that this had been referred to at the recent 


annual meeting of the Institute, and he 
thought the best advice he could impart was 
that the members concerned should read 
the very full reply given on that occasion. 


SHEFFIELD 


MR. J. W. RICHARDSON, F.c. 


Mr. J. W. Richardson, ¥.c.A., President for 
1960/61 of the Sheffield and District Society 
of Chartered Accountants, was President of 
the Incorporated Accountants’ District 
Society of Sheffield from 1949 to 1951]. 
Except for those two years, he was Honorary 
Secretary and Treasurer of the Incorporated 
Accountants’ District Society from 1927 till 
the integration scheme became effective. In 
1956 he was elected to the Council of the 
Society of Incorporated Accountants. 

Mr. Richardson is senior partner in 
Messrs. Wells, Richardson & Co., Sheffield. 
He qualified as a member of the Society in 
1922, and was admitted to partnership in 
the firm in 1930. In 1940 he was elected a 
member of the Court of Governors of 
Sheffield University, and he has served on the 
Board of Economic Studies. 


THE ANNUAL GENERAL meeting was held on 
June 27. The report for 1959 was received 
and adopted, and the following officers 
were elected for 1960/61: President, Mr. 
J. W. Richardson, F.c.A.; Vice-President, 
Mr. A. G. Thomas, F.c.A.; Hon. Secretary, 
Mr. M. Sheppard, F.c.A.; Hon. Treasurer, 
Mr. R. L. Emmitt, a.c.a.; Hon. Auditor, 
Mr. A. G. Bedingfield, F.c.A. 

Newly elected members of the Committee 
are Mr. R. W. Allott, Mr. M. G. S. Framp- 
ton, Mr. A. F. J. Girling, and Mr. D. A. J. 
Manser. 

Mr. C. G. Buck proposed a vote of 
thanks to the retiring President, Mr. 
J. S. Wortely, F.c.A. This was seconded by 
Mr. W. R. Jenkinson and unanimously 
adopted. 
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Students’ Societies 


LIVERPOOL 

THE FOLLOWING ARE the officers for 1960/61: 
President, Mr. A. Green, F.c.A.; Vice- 
Presidents, Mr. J. A. Colvin, F.c.A., Mr. 
N. G. Willis, F.c.a., Mr. G. English, F.c.A.; 
Hon. Treasurer, Mr. G. A. Maxwell; Hon. 
Secretary, Mr. M. C. Roberts; Hon. 
Auditors, Mr. F. D. M. Lowry, A.c.A., 
and Mr. M. S. Moon, A.c.A. 


LONDON 
News from the Committee 


Autumn Session 

MONDAY EVENING LECTURES will begin at 
5.30 p.m. The experiment of starting at 
6 p.m. did not materially affect attendances 
and when opinions were sought the 
majority of those attending stated that they 
preferred a 5.30 start. 

A new form of programme will be in use. 
Instead of the all-in-one booklet which has 
been the form for some time, a card giving 
a detailed account of events in the first half 
of the session, together with a note of the 
subsequent meetings, will be distributed 
before the commencement of the session. 
This will be followed in October by a second 
card setting out in detail the meetings to be 
held in the second half of the session. 


Branches 

Plans are being made for the opening of a 
branch of this Society in Ilford, in which 
area over 400 of our student members live 
or work. It is hoped that activities may be 
organised for next winter. 

Mr. P. J. Gillam has found it necessary 
to resign his position as Bedfordshire 
Branch representative on the main Com- 
mittee. The Branch has appointed Mr. J. R. 
Lewis to take his place. 


Social Centre Sub-Committee 

The Sub-Committee has had its first 
meeting to discuss the practicability of 
instituting a Social Centre. It has recom- 
mended that every member of the Society 
be sent a brief questionnaire, to obtain as 
large a view as possible of the members’ 
wishes. 


Social Activities 

A party of students left for the island of 
Grado in the Gulf of Trieste on July 3 for a 
fortnight’s holiday under the leadership 
of Mr. D. R. Waters, a member of the 
Committee. On these trips the services of a 
travel agency are used and any rebates 
secured from the agency are divided 
amongst the students who take advantage 
of the scheme. Anyone interested in joining 
further trips is invited to apply to Mr. 
Waters, care of the Library. 

The 59 Club held a summer dance at the 
Coronet Club, N.W.8, on July 1. The 
Taverners are arranging a dance aboard a 
boat on the Thames in August: tickets 
£1 each. 
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Examination Prizes 

There has been transferred from the 
Incorporated Accountants Students’ Society 
to our Society the award of Morgan 
Prizes. There are two prizes of £3 15s. each 
to be presented on the results of each 
half-yearly Final examination. When the 
results of the May examinations are 
announced, the top two students from the 
London Society will receive Lord Plender 
Prizes of £4 4s. each, and the next two will 
receive Morgan Prizes. 


SOUTH WALES AND 
MONMOUTHSHIRE 

SOUTH WALES AND Monmouthshire students 
have recently defeated West Wales students 
at cricket, and Bristol at tennis and golf, but 
lost a cricket match with London. 


Chartered Accountants’ 
Benevolent Association 


AT A RECENT meeting of the Executive 
Committee the chair was taken by Sir 
William Carrington, F.c.A., the President of 
the Association, and ten members were 
present. 


Applications for assistance 

Eight new applications for assistance were 
considered. In three cases a grant was 
made; in four cases a donation was given 
either as an interim measure or to overcome 
temporary difficulties, and one case was 
deferred for further enquiries to be made. 


Applications for further assistance 

Twenty cases for further assistance were 
considered. In nine cases the grant was 
renewed; in three cases the grant was 
increased; in six cases the grant was 
reduced owing to improved circumstances, 
and two cases were deferred. 


W. B. Peat Memorial Scholarship Fund 
Two new applications were considered and 
in each case a grant of £30 per annum was 
made for three years. 


Matters reported 

It was reported that the Board of 
Governors and, later, the members at a 
special general meeting had approved 
unanimously the proposals for the Incor- 
porated Accountants’ Benevolent Fund to 
be integrated with the Association. 

The Hon. Secretary reported changes in 
circumstances of seven beneficiaries: in 
six cases grants were adjusted or donations 
made; in one case assistance was no longer 
needed owing to improved circumstances. 

The death of two beneficiaries who had 
been assisted since 1935 and 1940 respec- 
tively was reported; in the latter case a 
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widow survives and a donation was given as 
a temporary measure until her affairs were 
settled. 


Incorporated Accountants’ 
Benevolent Fund 


THE SIXTY-SEVENTH annual meeting of sub- 
scribers of the Incorporated Accountants’ 
Benevolent Fund was held at Moorgate 
Place on June 30. In the unavoidable 
absence owing to ill health of the President 
of the Fund, Sir Frederick Alban, c.B.£., the 
chair was occupied by Mr. E. Cassleton 
Elliott, c.B.£. 

He announced that negotiations had now 
been completed for the amalgamation of the 
Fund with that of the Chartered Accoun- 
tants’ Benevolent Association, and an 
application was about to be submitted to 
the High Court. 

Throughout the negotiations the Ti ustees 
had been vigilant to protect the interests of 
all existing and potential beneficiaries of the 
Fund, and they were well satisfied that this 
had been achieved. 

During the year, the Trustees had re- 
ceived, with regret, the resignation of Mr. 
I. A. F. Craig as Honorary Secretary of the 
Fund. They recorded their appreciation of 
his work as Honorary Secretary for ten 
years. 

Mr. Elliott expressed also the thanks of 
the Trustees for the assistance given to the 
Fund by the Honorary Secretary, Mrs. 
Duncalf, and by the Institute’s Accountant 
and the members of his staff. 

The report and accounts for 1959 were 
adopted. 

Sir Frederick Alban was re-elected Presi- 
dent of the Fund, and the Vice-Presidents 
and the Trustees were re-elected. 

Mr. James A. Allen was _ re-elected 
Honorary Auditor, with a vote of thanks 
for his services over many years. 

A vote of thanks was accorded to Mr. 
E. Cassleton Elliott as chairman. 


Chartered Accountants’ 
Golfing Society 


THE SUMMER MEETING was held at Ashridge 
Golf Club on June 17. The results were as 
follows: 

Stableford Medal: P. H. Blandy (first 
prize and Lord Mayor’s Cup); P. Lynn 
(second prize). The scratch prize was won 
by P. Hughes. 

Foursomes: J. M. Kaye and J. B. Pittman 
(first prize); J. W. Liewellyn-Jones and 
W. K. Wells (second prize). 
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Personal Notes 


Messrs. Price Waterhouse & Co. announce 
the retirement of Sir Nicholas E. Water- 
house, K.B.E., F.C.A., who had served for 
sixty years with the firm and had been a 
partner for more than fifty-four years. Mr. 
G. A. Cherry, F.c.A., has been admitted to 
partnership in the London and Newcastle 
firms. 


Mr. J. Francis Shearer, 0.B.E., F.C.A., has 
been appointed by the Lord Chancellor a 
member of the Advisory Committee which 
is constituted under the provisions of the 
Legal Aid and Advice Act, 1949. 


Messrs. Thornton, Baker & Co., Char- 
tered Accountants, Leicester, have taken 
into partnership Mr. P. A. Smith, A.c.A., 
who has been associated with the firm for 
a number of years. 


Messrs. James, Edwards & Co.” 
Chartered Accountants, London, E.C.2> 
announce that Mr. H. W. Elliott, F.c.a., 
has retired from the partnership. 


Messrs. Turquand, Youngs & Co. 
announce that Mr. Peter Min-Sang Yew, 
A.R.A.N.Z., A.C.LS., Who has been with their 
Jesselton office for some years, has been 
taken into partnership in North Borneo. 


Mr. A. G. Evershed, F.c.A., formerly 
commercial manager, has been appointed 
chief financial officer of London Transport 
Executive in succession to Mr. P. G. James, 
F.C.A., who is now chief accountant of the 
British Transport Commission. 


Mr. E. S. H. Eales, F.C.A., A.M.INST.T., 
has been appointed accountant of London 
Transport, and is responsible to the chief 
financial officer for the accounts, costs and 
payrolls offices. 


Messrs. Deloitte, Plender, Griffiths & 
Co., Chartered Accountants, London, 
announce the formation of an associated 
firm under the same name at 16 Market 
Street, Newcastle upon Tyne, 1. The part- 
ners in the associated firm are Mr. Charles 
Romer-Lee, Mr. David D. Rae Smith, 
Mr. Stanley P. Wilkins and Mr. J. Ness 
Prentice of the London firm and Mr. E. M. 
Robinson, Mr. G. N. Taylor, Mr. J. C. 
Benson and Mr. H. J. H. Sisson of Messrs. 
Winte1, Robinson, Sisson & Benson. The 
latter firm continues to practise at the same 
address without any change in its con- 
stitution. 

Messrs. Robson, Morrow & Co., London, 
W.1, announce that Mr. J. B. Charles, 
F.C.A., C.A.(S.A.), F.C.W.A., has retired from 
the partnership. 

Mr. J. B. Charles, F.c.A., C.A.(S.A.), 
F.C.W.A., announces that he is now piac- 
tising under his own name at 52 Grosvenor 
Gardens House, Grosvenor Gardens, 
Westminster, London, S.W.1. 


Messrs. Blick Rothenberg & Noble, 
London, W.1, announce that Mr. A. N. 
Homburger, B.COM., C.A.(S.A.), A.S.A.A., 
A.C.W.A., has been admitted to partnership. 
The name of the firm remains unchanged. 
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Mr. David M. Shalit, A.c.a., has been 
appointed chief accountant of Alltools Ltd., 
Brentford, Middlesex. 


Messrs. Cassleton Elliott & Co., Sierra 
Leone, announce that Mr. D. J. B. Herrera, 
A.C.A., who has been the manager of their 
office in Freetown for some time, has been 
admitted to partnership. 

Messrs. Dunn, Wylie & Co., Chartered 
Accountants, London, E.C.2, have admitted 
to partnership Mr. N. J. Foley, c.a., who 
has been associated with them for several 
years. 


Removals 


Messrs. John Mathie & Co., Chartered 
Accountants, have removed their offices to 
44 Hatton Garden, London, E.C.1. The 
firm name has been changed to Mathie, 
Neal, Dancer & Co. 


Messrs. George Lang & Co., Chartered 
Accountants, have moved to 14 Archbold 
Terrace, Newcastle upon Tyne, 2. 


Obituary 


Harry Howard Bloomer 

IT IS WITH regret that we record the death of 
a very early member of the Institute of 
Chartered Accountants in England and 
Wales, Mr. Harry Howard Bloomer, at the 
age of 93. Mr. Bloomer took articles in 


Temporary Binders for 
‘ACCOUNTANCY’ 


Each issue instantaneously in- 
serted or removed. When one 
set is sent away for permanent 
binding, this binder is ready for a 
further twelve months’ service. 


Green binders with the title in gilt lettering are now available. 
Price 12s 6d each (by post 13s). 


ACCOUNTANCY 


Moorcate Prace, LonpDon, E.C.2 


September, 1887, in the firm of Joseph 
Lewis of Paradise Street, Birmingham, 
having already served as a clerk there for 
five years. In February, 1893, he was 
admitted an Associate of the Institute. 
Some months later he became a partner in 
the firm, the name of which was changed 
to Joseph Lewis and Bloomer. Some 33 
years later there was an amalgamation with 
the firm of Harold V. L. Heaven to form 
Bloomer, Heaven and Co. Mr. Bloomer 
retired from practice in 1929 and resigned 
membership of the Institute twenty years 
later. During practice and after retirement 
he devoted a great deal of his spare time to 
the study of the mollusca, on which he 
became one of the leading world authorities. 
The present senior partner of Bloomer, 
Heaven, Mr. G. A. Clifford, F.c.A., was 
formerly articled to Mr. Bloomer. 


Hewson Graham King 

WE LEARN WITH regret that Mr. Hewson 
Graham King, F.c.A., died on June 28, at 
the age of 85. He became a member of the 
Institute in 1898, and was in practice in the 
City of London from 1902 till his retirement 
in 1954—first under his own name, and from 
1913 as senior partner in the firm of 
H. Graham King & Co. 

He was secretary for nearly 40 years of 
the Association of Manufacturers of and 
Dealers in Pianoforte Supplies Ltd. Since 
1913 he had been a liveryman of the 
Worshipful Company of Wheelwrights. 

He was Master of the Worcester Park 
and Buckland Beagles from 1922 to 1930. 
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APPOINTMENTS VACANT  (continued.from page xxx, facing page 433) 


In 1958 I.C.1. formed 


HEAVY ORGANIC 
CHEMICALS DIVISION 


THE NEWEST DIVISION OF I.C.I. 


This Division is engaged in the expanding field of producing chemicals 
from petroleum. It has a vacancy for a 


QUALIFIED ACCOUNTANT 


who should not be more than 28 years of age, at its headquarters on 
Tees-side. 


The post calls for a man, preferably with some industrial experience, 
who will rapidly develop the ability to apply costing and accounting 
principles to the preparation and interpretation of financial information 
for management against the background of the technical and commercial 
problems of the industry. 


Applicants should write briefly to the 


-Personnel Manager, 

I.C.1. (Heavy Organic Chemicals) Limited, 
Organic House, 

Billingham, Co. Durham, 


quoting reference BWW/14. 


Further information on conditions of employ- 
ment and the nature of the work of this industry 
will be sent to selected applicants. 


ALCAN 
NORTHERN 


ALUMINIUM 
COMPANY LIMITED 


invite applications from newly-qualified 

CHARTERED ACCOUNTANTS 
to be trained in industrial and financial 
accounting. Prospects considerable both in 
U.K. and overseas. Write giving full details of 
age, education and career to date to Personnel 
Officer (D.A.E.), Bush House, Aldwych, 
London, W.C.2. 


(A Member of the Aluminium Ltd. of Canada 
Group of Companies.) 


NORTH LONDON CHARTERED ACCOUN- 
TANTS can give chance to young man (with some 
experience) to make good. Work with understanding 
firm, with good salary. Yes, and prospects, too. Box 
No. 330, c/o ACCOUNTANCY. 


PEAT, MARWICK, MITCHELL & CO., 
11 Ironmonger Lane, London, E.C.2, have 
vanancies in their London office for young 
Chartered Accountants who wish to widen 
their e ience in all branches of accoun- 
tancy. lent prospects, good starting 


service overseas. Applications to 11 Iron- 
monger Lane, E.C. 


TOUCHE, ROSS, BAILEY & SMART, 
3 London Wall Buildings, E.C.2, have a few 
vacancies on their audit staff for young 
Qualified Accountants wishing to widen their 
experience. Good salaries will be paid. Five- 
day week and pension scheme. 


mercial, Domestic and Industrial Refrigera- 


employs some 22,000 in Plants at Oxford, at 
Swindon, Reading, Paisley and Swansea. In 
order to meet the demands made on the 


to gain a thorough knowledge of the Com- 


will be required. This opening offers the op- 
yen to join an expanding organisation. 
appointment will be to the permanent 


SAINSBURY’S 
~ Food Distributors & Manufacturers 


tion Plant and Railway Rolling Stock and require the following additional qualified staff for their Chief Accountant’s Office 
lackfriars, S.E.1. 


i TS (1) Two qualified Cost Accountants 


from qualified Accountants, preferably Char- between 25 & 30 : ; 
tore octal ; : er years of age and members of the I.C.W.A. Duties would include work in 
the —— gang fe pee connection with transport, warehousing, grocery packing, etc. and one of the successful 
Office tholeed applicants would be required to work closely with the Work Study Department. 

The successful applicant will be expected Commencing salary £950/£1,200 according to age and experience. 


pany’s Management accounts, budgetary sme 
a 2) A recently qualified Chartered 
counting systems. Some travel to other 

factories of the Group in the United Kingdom Accountant seeking a career in commerce. 

Minimum commencing salary £1,000 per annum. 


staff and will carry a salary commensurate The positions are permanent and progressive and there is a contributory Pension Scheme. 
with experience. 

Conditions of employment accord with Applications giving details of education, qualifications and experience should be 
practice. Application with addressed to the 

tails of education, training, experience an P 
salaries earned may be made in strict con- ersonnel Manager (C.A. 
fidence to the Staff Officer, PRESSED STEEL J. SAINSBURY LIMITE 
Company Limrrep, Cowley, Oxford. STAMFORD HOUSE, BLACKFRIARS, S.E.! 
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Unilever 


of their career. 


THE UNILEVER COMPANIES IN CEYLON, 
INDIA AND PAKISTAN REQUIRE NATIONALS 
WHO ARE QUALIFIED ACCOUNTANTS 


These businesses are expanding rapidly, and the prospects 
for advancement are considerable. 


Applications are invited from men aged 24 to 32. They 
must have a lively interest in commercial and industrial prob- 
lems and must be capable of developing accounting as an 
essential service to management on all sides of each company. 
Experience since qualifying would be useful. 


Selections will be made in the United Kingdom, and will 
be followed by a period of initial training in this country. 
Starting salaries will be in line with the responsibilities involved 
and the qualifications and experience of the men chosen. 

Candidates should apply to: Personnel Division C/215 
Unilever House, Blackfriars, London, E.C.4, enclosing an outline 


CEYLON 
INDIA 
PAKISTAN 


ULTRA 


FINANCIAL AND 
COST ACCOUNTANTS 


The parent Company of this well-estab- 
lished and expanding group of Companies 
in the Radio and Electronics industry re- 
quires, during the next six months, Financial 
and Cost Accountants, for a number of new 
appointments due to expansion and re-or- 
ganisation. 


Resourceful young men of ability and 
determination are required to be able to 
work on their own initiative. Duties in each 
of these new positions will be interesting and 
of infinite variety, covering all aspects of 
Management Accounting, Investigations and 
Financial Control, involving a considerable 
amount of responsibility. Prospects for the 
right men are excellent. 


The Company operates a contributory 
Pension/Life Assurance Scheme. 


fea Pans who should be recently quali- 
inals students, or experienced in this 
— of work, please write giving details of 
age, education, qualifications, experience 
and present salary to.— 


Personnel Officer, 
ULTRA ELECTRIC (HOLDINGS) LIMITED, 
tern Avenue, 
Acton, W 


VACANCIES for qualified Accountants 
in South America, it Indies, Rhodesia, Kenya, 
Far East and the benaineae Cail Boorn’s "AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


TAXATION. Applications are invited for a senior 
appointment in the taxation department of a well- 
known firm of Chartered Accountants practising in 
Singapore and Malaya. An accountancy qualification 
is not essential, but applicants should have wide 
taxation knowledge and experience. The appointment 
offers excellent prospects and would suit a serving or 
retired Inspector of Taxes. Remuneration will depend 
upon experience, but will be substantial and adequate 
to provide a good standard of living and a margin for 
saving. Applications, with full details, should be sent 
to Box 342, c/o ACCOUNTANCY. 


PRACTICES AND 
PARTNERSHIPS 


CHARTERED ACCOUNTANTS, West End, wish 
to purchase Practice or block of audits. G.R.F. up 
to £5,000. Other proposals considered. Capital 
available and strict confidence maintained. Please 
reply to Box No. 350, c/o ACCOUNTANCY. 


CITY FIRM (3 Partners, 10 Staff) is interested in 
meeting Firms of similar or smaller size to discuss 
possible amalgamation, succession or other arrange- 
ment to mutual advantage and with a view to expan- 
sion of both practices. Full particulars in confidence 
to Box No. 349, c/o ACCOUNTANCY. 


FIRM of Chartered Accountants of 20 years standing, 
with offices in Sydney, Australia, would like to hear 
from firms who would like representation in Australia. 
Principal will be coming to London in the near 
future. Reply c/o ACCOUNTANCY, Box 2297, G.P.O. 
Sydney, N.S.W., Australia. 


MISCELLANEOUS 


A FAMOUS Mutual Life Assurance House needs 
a few men of drive and integrity to act as AGENTS 
for life assurance. Accountants and Book-keepers 
have the right contacts and can best serve their 
“Mutual” interests. Full details from Box No. 195, 
c/o ACCOUNTANCY. 


Accountancy Tutors Ltd. 
Offer private tuition by arrangement 
to Articled Clerks preparing for the 
examinations of the Institute Inter. 
and Final. Apply to the Director of 
Studies, 10 Lincoln’s Inz Fields, Lon- 
don, W.C.2. (HOLborn 3676.) 


BACHELOR offers another share of modernised 
furnished cottage very close to Walton-on-Thames 
Station. Telephone CHAncery 9384, Ext. 4. 


BRONZE NAME — cream enamel letter- 
Send required wording. Proof su 
AILE, Engravers, 7a Bayham Street, N.W.1 


CHARTERED FINAL & INTERMEDIATE 
Full-time course prior to examinations. 
HARGREAVES & MARSH, 

24 Coleman St., London, E.C.2. 

MON 8345-2075 


E. P. HOARE, F.V.1., Stocktaker/Valuer, 40 
Birchington Road, ndon, N.8. Telephone 
MOUntview 3136. 


MERTINGS—A Conference Hall, seating up to 480 
and smaller rooms are available for company and 
other meetings. Apply Secretary, Tae CHARTERED 
INsuRANCS INsTITUTE, The Hall, 20 Aldermanbury, 
London, E.C.2. 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. Send wording and size 
for free estimate and layout to ABBEY Gasounans 
Lrp., Abbey Works, 109a Old Street, London, 
E.C.i. Tel. CLErkenwell 3845. 


READY-MADE COMPANIES 


FOR SALE 


with Memo. & Arts. Seal & Statutory Books. 
Guaranteed no trading, transferred in thirty minutes. 


Twenty Guineas (inclusive) 


LEWIS COATES & LUCAS LTD 
6 Surrey Street, Strand, London, W.C.2. 
TEMple Bar 6927 (4 lines). Ref. A.C. 


RUBBER STAMPS. Why wait weeks? 2-3 days’ 
delivery guaranteed. MARK C. Brown & Son, 93 
Spring Bank, Hull. Telephone 35042. 


TAXATION FORMS. A complete range from 17s. 6d. 
per 100. Also COMPANY FORMS at competitive 
prices, e.g. Annual Return (Form 6a) our price 
42s. Od. per 100. Apply for lists to SHARPTHORNE 
Press Ltp., 25 Holborn Viaduct, London, E.C.1 
FLE 0838/39. 


The address of ACCOUNTANCY 
is 


MOORGATE PLACE 
LONDON, E.C.2 
Telephone: Moorgate 5644 
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I2 REASONS WHY . 


you should enrol with 


THE BRITISH COLLEGE OF ACCOUNTANCY 


No.7. VALUE FOR MONEY 

The cost of your Correspondence Course is 
quite rightly a matter for careful consideration, 
and the moderate fees quoted by the College 
may be REDUCED by the following allow- 
ances: 

(a) Students introduced to the College by men 
who obtained their qualification with us are 
entitled to an allowance of 124%. 

(6) Alternatively, if nominated by past or pre- 
sent students of the College, both you and the 
nominator are entitled to Nomination Allow- 
ances. 

(c) In addition to the above, students who 
obtain more than a certain average of test marks, 
and who in other respects satisfactorily complete 
their Courses, qualify for our “Credit for Merit” 
refunds. 


You need not wait for the publication of 
further items in this series—WRITE NOW for 
full details of our tuition service (and the other 
eleven reasons) to: 

121 London Wall, E.C.2. 


ADDING MACHINE! 


The “‘QUICK”’ is labour saving and ' — 
ideal for the travelling Auditor, e 
Accountant or Stocktaker. e Thinking of Holidays? 
The “QUICK” fits into any 


normal sized brief case i i | : 
Remember to insure your luggage 


weighs only 8 Ibs. Going Abroad: 


guarantees 7 | You need cover for Medical and 


performance. 

The aa | PLEASE ASK US FOR FULL 
QUICK a | DETAILS OF THIS ESSENTIAL 


has an amazing 

totalling capacity of 

£999,999.19.1 1d. (decimal 

models also available). 

The ‘“‘QUICK’s”’ versatility includes Direct Subtraction, Direct 
Sub-Totals, Direct Totals, Multiplication Key, Non-Adding Key, 
Large Visible Type and Detachable Operating Handle. 


The *‘QUICK’s”’ price is £45 


PRESENTED BY THE COMPANY MARKETING THE FAMOUS ADLER TYPEWRITER 
Enquiries to: 


T.S. (OFFICE EQUIPMENT) LIMITED 
140-148 BOROUGH HIGH STREET, LONDON, S.E.! 1, NORTH JOHN STREET 24/28, LOMBARD STREET 
Tel.: HOP 3191 F LIVERPOOL 2 LONDON E.C.3 
AND ALL REPUTABLE OFFICE MACHINE DEALERS — 


HOLIDAY INSURANCE PROTECTION 
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G I FE T &, Estate duty normally becomes payable by the 
ipient of a gift valued at over £500 if the 
I N T E R recipien 


donor should die within 5 years. An unantici- 

VI VOS pated demand for payment of this tax—which 

may well be unexpectedly heavy —is often a financial shock. 

Advantage may be taken of the Gift Protection Policy, however, 

to secure cover for liability to estate duty on gifts inter vivos. 
The cost is usually quite modest. 

For example, in the case of a donor aged 


fifty-five next birthday, to cover contingent liability to estate 


duty of £1,000 during the first year, decreasing according to the 
Finance Bill, 1960, to £400 during the fifth year, would normally 
require five annual premiums of £11. Substantial reductions 


in rate are allowed for large cases. 


ESTABLISHED 1844 


LAw 


LIFE ASSURANCE SOCIETY LIMITED 


Administration 
20, Lincoln's Inn Fields, London, W.C.2 
and Amersham Road, High Wycombe, Buckinghamshire 


BRANCHES THROUGHOUT THE UNITED KINGDOM 


¢ 
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